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SECRETARY OF THE TREASURY 


WEDNEsDAY, JANUARY 23, 1957 
WITNESSES 
TREASURY DEPARTMENT 


HON. GEORGE M. HUMPHREY, SECRETARY 

W. RANDOLPH BURGESS, UNDER SECRETARY 

DAN THROOP SMITH, DEPUTY TO THE SECRETARY 

WILLIAM T. HEFFELFINGER, FISCAL ASSISTANT SECRETARY 
NILS A. LENNARTSON, ASSISTANT TO THE SECRETARY 


Intropuctory STATEMENTS 


Mr. Cannon. The committee will be in order. 


We have with us this morning the Secretary of the Treasury, Mr. 
Humphrey. 


Before proceeding with the Secretary's statement, we will include 
in the record the reported transcript of the Secretary’s press confer- 
ence of January 16, 1957, on the 1958 budget. Also several compara- 
tive tabulations on receipts, expenditures, “deficits, and surpluses, new 
obligating authority, and the public debt as appearing in remarks 
made on the floor of the House on the same day immediately following 
reading of the President’s 1958 budget message. 

(The material referred to is as follows:) 


Secretary HuMPpHREY. I think perhaps the best thing to do is to start by read- 
ing a statement. I have a written statement which is being distributed and I 
think perhaps if I read it and you can follow along, we will all get through about 
the same time. Then we will go back and go into the questions. 

In support of the President’s budget message for the fiscal year 1958, which 
has just been presented to the Congress, there are several recommendations which 
I want particularly to emphasize. 

The President has often said that the basic problem confronting this Govern- 
ment is how to meet the necessary costs of an adequate defense and other govern- 
mental activities and, at the same time, furnish the incentives necessary to a 
thriving, growing, and reasonably stable economy. Failure in either direction 
could well mean the gradual loss of our freedom and of our way of life. 

During the past few years the greatest strides in history have been taken in 
the development of modern lethal weapons which can literally destroy great 
cities and whole areas of population. The methods are completely new. They 
are extremely costly. They are shared to some degree by two great powers with 
wholly different ideologies. 

In this state of affairs, we must remain both militarily and economically 
strong. To do so, the extremely high cost of the new weapons demands that we 
be highly selective and quick to abandon the expense of obsolete methods and 
equipment. 

No one can say exactly how much we can continue to spend for defense and all 
other governmental services without seriously weakening our economy. While 
military manpower and equipment protect our lives and our land, they make 
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virtually no addition to the permanent wealth of the Nation—to new plants and 
machinery, new mines, new farms, new homes, or to new jobs for peacetime living. 

The b liions of dollars spent annually by the Government for military equip- 
ment and manpower go into the spending stream but are not matched by an 
increase in the production of peacetime goods, so that heavy pressure is put on 
the price of goods which all the people must buy. This imbalance makes it more 
difficult to keep the cost of living within bounds. Monetary measures alone may 
not be sufficient for this task unless the Federal Gevernment makes reductions 
in its manpower and in its purchases which will help to increase the production 
of additional peacetime goods and so help to hold down prices. Moreover, the 
funds to released will then be available to build up the capital needed to help 
create the new jobs, to build the new schools and the countless other improve- 
ments required in this growing country of ours. 

Our reduction in Government expenditures 3 years ago made possible the 
greatest tax cut in history, and stimulated the surge of national confidence 
which has created the prosperity of the past 2 years, the greatest we have ever 
known. 

‘these reductions in Government spending also helped to give greater stability 
to the cost of living than we ever had in a period of such prosperity. The cost 
of living has recently moved up somewhat in spite of monetary measures to 
restrain it. Governmental expenditures and the number of Government em- 
ployees are now increasing. This trend should promptly be stopped. 

This administration has a record of gratifying achievements in economical 
and efficient management of the Federal Government. The civilian working 
force of the Government has been reduced by over 234,000 persons during the 
past 4 years; the accounting and management procedures of Government have 
been vastly improved; over 400 Federal enterprises competing with business 
have been abolished; surplus real estate worth $366 million has been sold and 
turned back to local tax rolls. These are but a few specific illustrations of our 
progress. We all must work together to widen and enlarge these accomplish- 
ments. 

Long hours of painstaking and conscientious work have gone into the prepa- 
ration of the budget for the fiscal year 1958. All departments of Government 
should be commended for the efforts they have made. 

The President of the United States in his state of the Union message has just 
said: 

“Through the next 4 years, I shall continue to insist that the executive de- 
partments and agencies of Government search out additional ways to save 
money and manpower. I urge that the Congress be equally watchful in this 
matter.” 

To accomplish these essential objectives we should now all go to work, not 
simply to keep within the limits of this budget, but to make actual and sub- 
stantial reductions through improved efficiency of our operations during the 
period of the next 18 months which this budget covers. To make this possible, 
every department of Government must with vigor and determination modernize 
and streamline their services. The management of every service must be con- 
ducted with the possibilities of economy always in mind. 

The President has said that the Federal Government alone cannot successfully 
combat inflation without the earnest cooperation of all individuals and groups 
of our citizens. As emphasized in the state of the Union message, business lead- 
ers and labor leaders, through their wage and price policies, must make their 
full, constructive contribution. All other groups must also contribute to the 
common effort. 

First. We must seek the full cooperation of the public generally in limiting 
its demands upon the Federal Government for only essential Federal functions, 
especially at this time when the economy is operating at such a high level. Re- 
quests should be avoided for services or assistance which properly can be supplied 
by States or local communities or by the citizens themselves. 

Second. We must request the support of the Congress to restrict the appro- 
priation of public money to amounts within those recommended in the budget 
which may be required to carry out the necessary Federal functions. 

Third. We must require every department and agency of the Government to 
take vigorous measures, without harm to either security or service to the public, 
to see that actual expenditures are kept well within the present budgeted figures 
between now and the end of the next fiscal year and, as the President has said, 
“search out additional ways to save money and manpower.” 

Fourth. We must plan for the 1959 budget, giving urgent attention to making 
further reductions both in Government employment and in expenditures where 
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these savings will not lessen our security or the quality of the necessary services 
rendered to the public. 

If this program is adopted and resolutely followed, we can, a year hence, 
give consideration not only to some further payment on the public debt but also 
to further tax reductions. This, of course, must be conditioned upon continua- 
tion of our present prosperity. Just when and how a tax reduction should be 
made can be determined only when it 1s known how well these conditions have 
been fulfilled. In any event, any such tax cuts must provide relief so that every 
individual taxpayer may have some benefits. In the meantime, and until this is 
accomplished, we must continue to oppose any revision of the tax laws which re- 
sults in any substantial loss of Government income. 

This program will provide more effective control of our spending. It will 
become a desirable restraint on inflationary pressures through release to the 
private economy of added manpower and money which, in turn, can open the 
way to lower taxes, with a sharper spur to incentive and greater opportunity, 
and production of more and better jobs. 

You have heard a good deal of talk about whether or not we are just continu- 
ally going to go rp and up and up and that is my answer to that talk. 

Question. Mr. Secretary, on page 2 you say ‘governmental expenditures and 
the number of Government employees are now increasing; this trend should 
promptly be stopped.” Who do you blame for this increase? 

Secretary HumMpHreEY. Everybody. 

Qvestion. The administration? 

Secretary HUmMpHreY. Everybody. Congress enacts laws, that start with the 
public. The public, various groups of the public—and it is getting so more and 
more—keep turning to the Federal Government for everything in the world to 
be taken care of. Whenever anybody gets into a little bit of trouble he immedi- 
ately runs to Washington and asks for something to be done about it. 

The pressure is put on Congress to enact laws to help them. Congress enacts 
some laws to help them and the Executive, when the laws go in, has to support 
the laws and werk with the laws and that adds to the pavrolls and it adds to 
the employment and it adds to the cost of Government and that adds to the taxes. 
lt is just everybody 

Q Are you criticizing the administration for this? 

Secretary Humpeurey. I criticize everybody from the publie right straight 
throuch to myself. We have not been firm enough. We have to be firmer than 
we have been and we have to get our expenses in better control than they now 
are. 

Onestion. Mr. Secretary, in your statement you speak of cutting back expendi- 
tnres next year, you hope, and we all remember how you complained over the 
past 4 years that it was very hard to ent expenditures because of the immense 
carryover of unexpended funds. How do you figure that you can cut expendi- 
tures next year when your unexpended balances are once again going up? 

Secretary HumpHrey. They only went up a little and they have been substan- 
tinlly reduced. In this budget you will notice they are held down to about the 
same amount. 

The appropriations are right close to the estimated expenditures. We have 
done a lot with that. We have to make more progress with it, but we have 
already made a lot of progress. 

Question. Do you support those parts of the current budget which propose 
increased expenditures? 

Secretary Humpnrey. I think this budget as now drawn bas been prepared 
with the very greatest care and I think it i 
right now. 

Now my whole point is this: That it is 18 months before we get through living 
under this budget and I think there are a lot of economics and a lot of saviags 
that we ought to be able to make if we pay strict attention to our business and 
work at them hard enough during the 18 months. 

I don’t think there is anything in sight at the moment that can be done better 
than is now proposed in this budget, but I think we ought to improve it as time 
goes on. 

Question. Mr. Secretary, you say on page 2 that the expenditures are now 
going up and must be promptly stopped, yet the 4 budgets this administration 
has had beginning with the low of 64.6 have gone up every year. You’re now 
7 billion up. 

Secretary HUMPHREY. We made—let’s see 3 years ago—a very substantial 
reduction in our expenditures. 


s the best that we can possibly do 
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Question. 6.46? 

Secretary Humpurey. A very substantial reduction. The thing has been 
creeping up ever since. 

Question. You are up 7 billion? 

Secretary HumMpuHREY. That’s right ; $7,200 million. 

Question. Do you really think it will go down at any time? 

Secretary HumpuHreey. I think it must. 

Question. Why didn’t it this time? 

Secretary HumpuHREY. It just kept creeping up on us. It did it for the reasons 
I gave. Everybody from the public all the way through have just been looking 


to the Federal Government for more and more and more and we have not 
controlled it. 


Question. Mr. Secretary, on page—— 

Secretary HumpHreY. Congress and executives and the public and all. 

Question. Mr. Secretary, on page M-68, it tells about your increase in interest 
rates. There is a hundred million dollars increase in interest. You can’t stop 
a thing like that. 

The statement reads: “As a result, the average rate the Treasury pays on 
outstanding interest-bearing public debt has risen in the past 12 months from 
2.49 percent to 2.67 percent.” Will they not increase? 

Seeretary HumpuREY. I don’t know whether they will increase or decrease. 
That will depend on what the demands are. There again reductions of Federal 
expenditures would have a wholesome effect in supplying additional capital 
which would be available for use in peacetime industry and living and for peace- 
time goods, and the production of goods would tend to reduce the price of goods 
and would tend to reduce the demand for money and would tend to reduce the 
eost of interest. Interest would come down. 

Question. Your interest rate is seven billion three. 

Secretary Humpurey. Not the rate. The total amount of dollars. 

Question. In dollars? 

Secretary HUmMpHREY. That’s right. 

Question. Is that figured on your 2.67? 

Mr. Burcess. That is approximately the average rate. 

Question. What I am asking is, Will that rate increase as you do your 
refinancing? 

Secretary HUMPHREY. It will all depend on market conditions. And as I just 
got through saying, if we can reduce our Government expenditures, it will help 
to tend to bring those interest rates down and we will have our money for less 
interest instead of more. 

Question. The point I am interested in and a lot of people are interested in 
is whether you are going to raise the rates on your E bonds? You have already 
said you were. 

Secretary HuMPHREY. No, we never have said it. 

Question. That has been published that you would. 

Secretary HumpHREY. No. 

Question. Because you are getting more E bonds cashed in than you can sell. 
Isn’t that a serious problem? 

Secretary HUMPHREY. Very little difference. 

Question. Is consideration being given? 

Secretary HUMPHREY. We are not prepared today to make a final and definite 
statement on E bonds. That has no part in the budget. We will have a perma- 
nent and definite decision and statement before very long on E bonds. 

Question. To clarify this particular point, you say the average rate has risen to 
2.67. Of course, you have a decline in the public debt, whereas your total debt 
interest charges are going up. That increase in the total interest charges is 
based on what assumption as to an average interest rate in the 1958 fiscal year? 

Secretary HumpHREY. You mean this estimate here. I presume that is based 
on approximately the present rate. 

Question. On approximately the present rate? 

Secretary HumMpuHREY. Yes. 

Question. Mr. Brundage told us that he thinks we have got about to the peak of 
the tight money market. Do you share that judgment? 

Secretary HumpuHrey. I wouldn’t undertake to say. I think it depends on a 
great many conditions and again I get right back to what I said a minute ago. It 
depends a good deal on how much the Government itself spends, how much the 
Government takes out of the economy. And it is taking a great deal out of the 
economy today. 








THE BUDGET FOR 1958 5 


My own feeling is that we are taking more out than we can continue to do over 
a long period of time. I think the present trend must be reversed. I think our 
present taxes, the trend in our present taxes, the amount of our present taxes, 
are too high. I think they have to come down. Over a period of time, the only 
way they can come down is by spending less money, and having a greater margin 
between income and outgo. 

Question. How would you cut? 

Secretary HumpuHRrey. I think there are a lot of places in this budget that can 
be cut. 

Question. Name three. 

Secretary HumpuHrey. I think—well, I don’t believe I will do that. We have 
been all over this with the greatest care and I don’t believe it is up to me to start 
now to point the finger at people to make cuts but I think a lot of people will make 
some cuts. I think we will do so in the Treasury. 

Question. Don’t you think that is an executive problem—must not leadership 
come from the executive branch for cuts in the budget? 

Secretary HuMpuHREY. That’s right. 

Question. The administration proposes the budget. They make the proposals. 
If there are to be cuts must they not necessarily come right from the White 
House? 

Secretary HumMpHREY. You just heard me read it. I read you a statement that 
said cuts ought to be made. 

Question. But they didn’t do it. 

The small business proposal, the President’s message is rather vague on it. 
I wonder if you can make it more specific as to what tax recommendations you 
are making with regard to that? 

Secretary HumpuHrey. So far as the Treasury is concerned, we are saying just 
as I said in this statement: 

“Until the time comes when a general overhauling of our taxes can be made and 
reductions can be made, we are opposing any changes that will substantially 
reduce the Government’s income.” 

Question. In the Cabinet Committee’s recommendations, one was for a change 
in the corporate tax rate which would help small business. Are you opposed to 
that particular recommendation this year? 

Secretary HumpuHREY. I am opposed to that this year. 

Question. Could you go through the other four items on taxes in the Cabinet 
Committee report and say which of those you feel does not involve a substantial 
loss of revenue and therefore can be done this year? 

Secretary Humpurey. No, I can’t do that, for this reason: There are a large 
number of suggestions for reductions in taxes that are going to be brought before 
this Congress. 

Question. By the administration? 

Secretary HumpuHrey. No, by Congress and by various people. 

The Congressmen themselves are going to be bringing lots of things up. A lot 
of people are here in Washington now, complaining about various taxes and asking 
for reductions. Just at the moment it is particularly confined to the excises. 
But there will be more and more coming and there are 3 or 4 committees of Con- 
gress who are making reports or will make reports. 

So far as the Treasury is concerned, we object to any reduction, any law, any 
change in the tax law which will mean a substantial loss of revenue. 

Question. Would you favor, sir, the suspension entirely of the 5-year write- 
off, the so-called fast tax writeoff? 

Secretary Humpnurey. I don’t think it should be entirely eliminated. It is 
reduced now, as you know, to a very small amount and it is confined now by 
order to only, I think, 15 or 16 classifications, out of something over 200 pre- 
viously, that apply directly to the defense effort. 

Now, I think perhaps it is well to leave it for those few particular things 
that are directly, and importantly, and in a large degree strictly defense. 
Does that answer your question? 

Question. Yes, sir; if you give me a definition of “defense.” You use a very 
narrow definition, sir. You are not talking about any wide category of defense 
support? 


Secretary HumpnHrey. That’s right. I am talking about direct defense. 
Question. Like steel? 
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Secretary HumpuHrRey. Not at all. Any industry like steel, where a relatively 
small amount of the total production goes into direct defense and the great 
growth is in the normal economy, I am opposed to having any rapid amortization. 

Question. Thank you. 

Mr. Secretary—— 

Secretary HUMPHREY. Just a minute, please. That does not apply necessarily 
to the consideration that is being given all along to the previous adjustments of 
depreciation and the proper depreciation schedules. We are talking about rapid 
amortization. 

Question. The fast stuff? 

Secretary HumpHrey. That's right. 

Question. Mr. Secretary, on the receipts side what estimates are you making 
for calendar year 1957 on personal income and profits? 

Secretary HumPurey. Well, we are estimating personal income for calendar 
1956 at $325.5 billion. I don’t know why I put in .5; it came out that way. That 
is the estimate for last calendar year’s personal income, and I will give you the 
figure for the next calendar year personal income, and those are the figures o1 
which we base the estimates of income with respect to fiscal years. Last year it 
is 325.5. 

Question. So that is 1956? 

Secretary HuMpHREY. That is 1956, calendar year 1956. It was 5316 in Janu 
ary, it was 333 in November, which is almost exactly 325, if December is ap 
proximately the same or a little bit higher than November. 

We are estimating $340 billion for calendar 1957. 

Question. How about corporate profits? 

Secretary Humpnrery. Corporate profits have been estimated at $43 billion for 
ealendar 1956 and $44 billion for calendar 1957. 

Question. Do you have an estimate, sir, for gross national product for those 2 
years also—GNP? 

Secretary HumpuHrey. I don’t have it here. 

Question. Mr. Humphrey, a year ago with reference to depletion allowances 
on oil, you said “Proper depletion is a very proper deduction and a very desir 
able one from the whole point of our economy.” 

Do you regard, sir, the rate of 271%4 percent in oil a proper rate? 

Secretary Humpurey. I don’t know whether it is proper or not. That figure 
was arrived at after long hearings and a great deal of discussion on the sub- 
ject and all sorts of evidence and proof, and the Congress finally picked out 
that figure. That was done before we came here. 

Question. Yes, sir. 

Secretary Humpnurery. I had no part in those proceedings. In the way the 
thing has worked out, our reserves of oil, our new development of oil in this 
country, which is continually more expensive, both searching for it and 
getting it after it is discovered, producing it, has just about kept nace over the 
past half dozen years or more with the consumption, so that from a practical 
point of view it looks as though this thing was about working out practically. 

Question. Mr. Secretary, do you have any estimate on the corporate profits 
for total 1956—tthis $48 billion, is that a pretty firm figure? 

Secretary Humpnrey. I hardly know what to say about being firm. You know 
they must publish these figures and you remember last year I showed you some 
figures that had been published and 2 years later they changed them by $2 
or $3 billion, went back in the record, 3 years after the record had been pub 
lished for 3 years. So it is pretty hard to say. You see, after all it isn’t quite 
so important that we have it exactly as it is, so long as we keep it relative. 

We know what we collected last year upon the way business was. If we have 
a relative figure for this year that is the important thing even though it may be 
that the Commerce Department 3 years later may come along and say we made a 
bad mistake. They may say it never was 43, we published that for 3 years 
but it ought to have been 41 all along. 

Question. Forty-three was the figure you used last August? 

Secretary Humpnrey. That is about it. Let’s see, what was it? What Is this 
42.7 figure that we gave last year? 

Mr. SmitTH. That was for calendar 1955. So this is substantially the same as 
last year. 

Secretary Humpnurey. There is very little difference. Some businesses are 
running ahead and notably some of the larger ones have been running behind 

Question. Do you have any figures for the fourth quarter? 
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Secretary Humpuerey. I haven’t seen fourth-quarter figures. I don’t believe you 
will get such a figure for quite a while. You don’t get it usually until April. The 
last quarter is always the quarter where the big adjustments are made for the 
end of the year and those are slow coming out. 

Question. I have another question: You commented in the past on the size 
of the budget surplus. You thought that would properly be necessary before 
you could consider a tax cut, and I think one time the figure of $2 billion was 
mentioned—two or three billion dollars. 

Secretary Humpurey. I said I thought two was too small. There is no magic 
in that at all. We are figuring on getting about 37 to 38 billion dollars from in- 
dividual taxpayers, you know. If you talk about a 10-percent cut in individual 
taxes that is $4 billion. There is no magic in it. There would be no cut in cor- 
porate taxes in that amount. It all depends on what you are going to do. I 
think about all you can say is, as to the amount required before you make a 
general tax revision, is that you should have enough money to make a res eens 
respectable tax reduction. I don’t think you would want to make a 1-percent tax 
reduction and get all the confusion that would follow. 

Question. Would you say at the present income levels that something like $3 
billion would be a minimum? 

Secretary Humpnrey. Three to five. 

Question. Mr. Secretary, the tone of what you are saying here today might be 
taken as encouragement for Congress to go ahead and cut this budget quite 
alot. Do you want to encourage that sentiment or not? 

Secretary Houmpnrey. Dick, that is a hard question to answer. If the Con- 
gress, in further study, after hearing the expressions of the executive department 
on what they believe it is necessary to do, if the Congress can find ways to cut, 
and still do a proper job with respect to our security and with respect to the 
proper services to the public, I would be very glad to see it. It is possible there 
are some things we still are doing that were necessary some years ago that we are 
still continuing that we might find ways of eliminating. 

I think that in all of these things we don’t want to stand still, we want to go 
ahead and continue to do new things and continue to meet changing conditions. 

On the other hand, I think we have to be very selective and I think that you 
just can’t do everything. As a matter of fact it isn’t a bit different than it is 
in your own home. You can’t have everything you want and what you want 
to do is to pick out the things that the present situation demands the most and 
then in order to be able to afford them you have to eliminate some of the things 
that maybe you did before that now you can get along without. 

Question. That would be pretty good political story, wouldn't it, Mr. Secretary, 
if a Democratic Congress cut a Republican President’s budget? 


Secretary HumMPuRreY. To be perfectly frank, I am only thinking of the good 
of the country. 


Question. Mr. Secretary——- 

Secretary HUMPHREY. I am not thinking of the political angle—what we want 
is to have a good country and that is what I am interested in. 

Question. Could you tell us a little something about why this strong call for 
economy comes from you rather than from the President himself and the budget? 
Has this been a resuit of consultation? Is this your view or are you speaking 
for the administration or the President? Just what is the background of that? 

Secretary HuUmMpHreY. I am speaking for the Treasury Department largely. 
We are responsible for the Federal finances. I am trying to give as good a picture 
as I can of what is required for what I believe is the strongest financial position 
for this country. Referring to the previous question I am thinking of ourselves 
as citizens and not as voters. 

Question. In that connection, in your statement here, I’m sorry I can’t put 
my finger on it, you state that the pressure is on Congress with respect to matters 
that in some cases at least should be taken care of by the States. I think you 
made that statement. 

Secretary HuMPHReEY. Local communities and by the citizens themselves. 

Question. Does it matter much from the standpoint of the total inflationary 
effect where the pressure is applied? 

Secretary HuMPHREY. I think it makes a great deal of difference, because I 
think that as you get nearer and nearer to local expenditures, the spending will 
be more properly and effectively spent, if it is done locally.for local issues. It is 
very much more efficiently done, very much better done, than if the Federal 
Government reaches into the locality, takes the money out in taxes, brings it 
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down here, carries a lot of overhead on it and then passes part of it back to do 
the same job that they ought to do at home. 

Question. Is it always available in those particular spots? 

Secretary HumpuHREY. Not always. A great many places it is. There are a 
great many things that people run down here for that can be very much 
better done at home. 

Question. The tone of your statement this morning makes it sound as though 
you had pressed in the administration’s councils for some sharp spending cuts 
and would have been overruled. 

Would that be an unfair inference? 

Secretary HumpuHreY. Yes; that is unfair. I have pressed for less spending 
right along. ‘There is no division or difficulty in the administration at all on this 
subject. This is a thing that we all are in accord on. This budget was made 
up, as I say, with the very greatest care and a great deal of time spent on it and 
this is apparently the best we can do at the present time. 

But I just believe that over 18 months we ought to keep doing better. 

Question. Can you be specific? Are you, for instance, for that Federal aid 
to education program? That is a $1.4 billion outlay. That is what you are 
talking about as far as taking money in the local communities and giving it 
right back. 

Secretary HumMpHREY. I don’t believe I can get into these specific things. If 
you do get into a maze of problems 

Question. You put a lot of contingencies on your tax reduction but you do 
say a year hence we can give consideration. What information do you have 
that all of these conditions you laid down in the matter will be met in the 
next year? 

Secretary Humpurey. I say if you do it in the year then you can give it 
consideration. 

Question. Does it mean anything? 

Secretary Humpurey. I don’t know. We did it once before. We made some 
very substantial reductions once before. 

Question. And the next year you raised your expenditures $8 billion? 

Secretary HumpuHrey. No; we didn’t. 

Question. From 60 to 68? 

Secretary Humpurey. No; not in any year. 

It has gone up 7.2 billion in 3 years. 

Question. In 3 years but then it has gone up since 1954? 

Secretary Humpurey. Yes. Seven billion two hundred million dollars since 
1954. 

Question. What makes you think that these things will all be done in the next 
year? That is what I am trying to clarify. 

Secretary Humpurey. I said I think they ought to be done. 

Question. You hope they will. 

Secretary Humpurey. That’s right. We ought to set our sights for that and 
ought to try to accomplish it. If we do accomplish it then we are in a position 
for a tax cut. 

Question. But if none of these conditions—— 

Secretary Humpnrey. If we make no progress whatever-—— 

Question. Then no tax cut? 

Secretary Humpnrey. Then there is no tax cut next year. 

Question. No consideration? 

Secretary HumpuHreEy. How are you going to? You have nothing to pay it 
with. 

Question. You did it before without a balanced budget. 

Secretary Humpurey. No; we didn’t. 

Question. The budget was balanced in 1953? 

Secretary HuMpHREY. It was right on the line and coming down. I have said 
always that you don’t have to wait until you have the money in your hand; 
you have to have your trend of expenditures going down and be able to estimate 
ahead to see that it’s coming down, and have some real firm basis for seeing 
that it is coming; the last time we did have a firm basis because it came true. 

Question. Aren’t you really paying now for the tax cut you gave then? 

Secretary HUMPHREY. No. Why would you say that? 

Question. Well, your budget is going up. 

Secretary Humpurey. But we balanced the budget on the last tax cut. The 
budget was balanced right the following year after the last tax cut. 
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Question. But you emptied the pipelines on defense. 

Secretary HuMpHREY. No; we didn’t do anything on the pipelines on defense. 

Question. Yes; you did. 

They testified they did. 

Secretary HumMpHrEY. When you make a tax it isn’t effective on the day you 
make it. It becomes effective as you move forward over the next months in 
the time when the money is being collected, you see, and when the money is 
going out so that that is why I have always said you don’t have to have it in 
your hand today. 

You don’t have to wait until the $4 billion or $5 billion or what you will give 
back to the people is in hand that very day, but you have to be sure that it is 
available as you move forward. 

It was available the last time when we moved forward on that. 

Question. Has not the tax cut been offset by taking more money away from 
the tuxpayers the succeeding 3 years? 

Secretary Humpurey. I don’t think you can offset it. We have taken more 
money out of more taxpayers who had bigger incomes. If the tax cut had not 
been made, we would have taken still more money out of them. We have taken 
less out of every taxpayer during these 3 years than we would have taken if it 
hadn’t been for the tax cut. Do you see what I mean? 

Question. Not in my pay check. 

Secretary Humpuerey. Let me put it this way. If you are earning $1,000 and 
your tax take is 10 percent, we take $100 out of it. Then if you reduce the 10 
percent to 5 percent and you earn $3,000, we take $150 out of it. But you have 
had the benefit of the tax cut, haven’t you? 

Question. Momentarily, but not over the long run, because if you have reduced 
it-— 

Secretary HumMpureyY. Over the long run you have. If the same rate is in 
effect, you would pay $300 as against $150. 

Question. Isn’t that against your own argument that you must reduce the 
expenditures for me to get the real benefit out of it? 

Secretary HuMpHREY. We must reduce expenditures, and that is what we will 
do when we don’t need to collect so much money from you. 

Question. Mr. Secretary, would it be possible—— 

Secretary Humpurey. If your earnings are going up and there are 2 of you 
instead of 1, we keep adding taxpayers and we keep adding taxpayers who are 
getting more money: therefore, when we made the lower rate, we still were able 
to collect more total dollars, but each single taxpayer was better off. 

Question. Mr. Secretary, you say that a tax reduction must be conditioned 
upon the continuation of our present prosperity. Does that mean that the 
administration will not cut taxes so that it can add to purchasing power to offset 
a recession or to prevent a threatened recession? 

Secretary Humpurey. I will contest a tax cut out of deficits as long as I am 
able. I will not approve, myself, of a tax cut out of deficits. I think it would 
start a downward spiral that would be serious. I don’t believe in this idea that 
you can cut taxes out of deficits, and then build up from that. 

Question. Then you don’t believe in compensatory spending? 

Secretary HumMpHREY. What do you mean by that? 

Question. In other words, increasing the level of Government spending during 
a period in which business generally is declining and, therefore, presumably 
tax receipts will be declining. 

Secretary HumpHrey. No; I don’t think so, Joe. I don’t think you can spend 
yourself rich. I think we went all through that for a good many years, and we 
kept spending and spending and spending, and we still didn’t help our employ- 
ment or help our total position. 

Question. Mr. Secretary, perhaps the answer is to put more of the Govern- 
ment’s operations under trust funds like the highway program. 

Secretary HumpuHrey. Well, I don’t think that is necessarily so. The reason 
for the trust fund is, I think, a very good one. 

Question. Your budget would look better today if highway was in the budget. 

Secretary HumpnHrey. That is right. Why fool the people? 

Question. You think we are fooling them now on highways, sir? 

Secretary HumpnHrey. No; I think, if you put it in the budget, if vou go out 
and collect a lot of money ahead of time that you are obligated to spend, and 
show it as assets, and show that you are better off, I think you are fooling the 
people. I think that ought to be out of your budget. It would be an easy thing 
for us to make a wonderful showing here. I wouldn’t do it because I don’t 
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believe in fooling the people. I believe in showing them where they stand and 
letting them know where they stand all the time. 

That is what the highway fund does. That is the principal reason for it. That 
money is for a specific purpose. It is set aside for that purpose and, if we happen 
to have a surplus of it this year, which is obligated to be spent next year, that is 
no reason why we should think we are rich this year. 

Question. Then you think that, by and large, the Government’s productive 
expenditures should remain within the framework of the general revenue rather 
than be put on a use-tax basis? 

Secretary HUMPHREY. No; not necessarily. No;no. The road tax is a use-tax 
basis. 

Question. Yes, sir. 

Secretary Humpurey. And I am for that. 

Question. Could we have more of that type? 

Secretary HuUmMpuHREY. Yes; I was its principal advocate. We should have 
more of it. Iam an advocate of it. I think a use tax is a very proper tax. 

Question. For instance, what besides roads? Schools? 

Secretary HuMpureY. Roads is the principal thing. That is the biggest item. 
There can be others that can be developed. 

Question. Mr. Secretary, would you resign if the administration embarked upon 
the deficit program you have just described? 

Secretary Humpurey. I think I would. 

Question. Mr. Secretary, suppose inflationary pressures exist a year from now 
and you have a projected surplus of $5 billion to $5 billion, would you oppose a 
tax cut because of the effect on inflationary pressures? 

Secretary HUMPHREY. Well, it is pretty hard to say—you would have to see just 
what the causes of the inflationary pressures were, if we had as much of a 
surplus as that. It is pretty hard to have that kind of a surplus with strong 
inflationary pressures all at the same time. You wouldn’t be apt to have it. 
There might be a reason why you would, and you would have to know. I don’t 
believe you can make a categorical answer to that. 

Question. Mr. Secretary, some private industrial firms may have been holding 
back expansion in the hope of getting accelerated tax amortization, but you seem 
to have killed that hope. Others may have been holding back on the hope of a 
general overhauling and liberalizing of the depreciation structure. Do you think 
that hope is groundless? 

Secretary HUMPHREY. No; I don’t. I think that you are continually reviewing 
the life factors, and things of that kind, in depreciation. I do not think there is 
a great big change coming in depreciation. 

Question. Nothing that would warrant them holding off a necessary project? 

Secretary HUMPHREY. No; I wouldn’t think so. I think that, if you take the 
total dollars of depreciation that we collect and divide it by the total amount of 
eapital investment in the country, you would come out with something in the 
order of 17 years—now, there is nothing scientific about that, but it gives you an 
idea that you are depreciating your total investment in the area of somewhere 
near 17 years under present rates. Readjustments might reduce that to 16 or 
15% or might put it up to 19, or something like that, as you move along, but 
there isn’t anything that should encourage anybody to wait for some special 
windfall. 

Question. Mr. Secretary, for several vears—that is back on the depletion privi- 
lege—you said you had been studying whether this 27 percent was right, and 
then today you said you don’t know whether this is the right level, but you think 
it works out about right. 

Secretary Humpurey. That is right. 

Question. Could you spell that out? 

Secretary Humpurey. All I am saying is that I don’t think anybody in the 
world can tell you whether 27% or 275¢ or 27 and some other fraction is exactly 
right. These have to be approximations to obtain a certain objective. If you 
have a figure which works out to about a proper objective, that is about as close 
as you can come. 

The same thing is true with depreciation. You estimate the life of equipment 
at about so long, and you do it the best you can. You keep revising that. If the 
equipment changes more rapidly, why, you cut it down. If it is too long, you 
raise it up. 

Question. On this point the Congress will ask your ideas this year, I think. 
Maybe there are a couple of questions in your shop now. 

Secretary HumpureY. My answer would be the same I gave you. 











THE BUDGET FOR 1958 - dil 


Question. To stick to 27%? 

Secretary Humpurey. I gave you the best answer I have. I think in practice 
this has worked pretty well. ; 

Question. In the increased spending in this budget, can you make any estimate 
as to how much is inflation and include in that inflation the increase in interest 
rate? 

Secretary HumMpHREY. Well, that is pretty hard. You mean inflation for how 
long a period? In the last 4 years? 

Question. Well, all right, take the last 4 years. 

Secretary Humpurey. In the last 4 years the general change in the price level 
has been comparatively little. Even up to this minute, it is only 2 to 3 percent. 
So I would think that up to date comparatively little is due to depreciation of 
the dollar. It hastobethat. If the dollar has only, over the 4 years—the depre- 
ciation of the dollar is measured in your price levels of various commodities— 
and if all balanced out, it has only moved a cent or 2 or 3 in that area, it couldn’t 
be anything different than that. . 

Question. You don’t regard the increase in interest rate as an inflationary 
factor? 

Secretary Humpurey. Yes, I do, but the increase in interest rate is relatively 
small. You are getting into small percentages. It is a lot of dollars, but a very 
small percentage you are talking about. 

Question. Mr. Secretary, at this time last year, when corporate profits were 
clearly rising, you estimated for budget purposes that they would remain level 
throughout 1956. Now, when the last figures we have, the third-quarter figures, 
on corporate profits, show a decline, you are estimating that they are going to go 
up in the coming year. Why? 

Secretary HuMpHREY. We estimated about the same both years, and we hit 
them pretty close as far as the corporate profits are concerned. Our corporate 
profit estimates have been very close right along. The estimates that have been 
off, the estimates that we have missed, have been the individual incomes. 

Question. You missed it by 3 billion last year. 

Secretary LiluMpHREY. The individual people made ua lot more money than we 
had estimated. 

Question. You missed it by 3 billion. Do you call that close? 

Secretary Humpnurey. Not corporate. I just got through explaining—I guess 
you were writing. The big difference was in the individuals, not the corporate. 

Question. Will the Eisenhower administration put more pressure on Congress 
to eliminate the Post Office deficit than they have in the past? 

Secretary Humpnurey. They are going to put all they can. I hope it is more. 

Question. Could you tell us what is contemplated in that legislation—5 cents 
for first class 

Secretary Humpurey. The detail of it, I can’t. The objective is to make the 
Post Office a pay-as-you-go. 

Question. They didn’t put much pressure on last time. 

Secretary HumMpuHReEyY. They thought they did. They worked awfully hard at 
it. I don’t believe I would tell Art Summerfield that. 

Question. You have to have someone more than Summerfield to do it. 

Secretary Humpnurey. No, I think the whole administration feels that—and 
very definitely—the Post Office is a service department which ought to pay its 
way, and that the general public shouldn’t pay for subsidies in a hidden way. 

Question. Is it high administration policy to put the pressure on? 

Secretary HumMpHREY. It is. 

Question. Mr. Secretary, I was going to ask you, you mentioned individual 
tax cuts in all caps next year, but next year also the corporation thing will again 
come around, and it is being presumably renewed this year. Does that mean you 
favor renewing it again next year, or what about the corporation tax? 

Secretary Humpnrey. That all depends, as I say, on the amount that might be 
available for a tax cut. I personally feel that for the next tax cut, the first 
emphasis is for the individual. If you can have enough for a general revision. 
that is fine if you can also have an individual cut. Otherwise I would be opposed 
to a corporate tax cut. Somebody asked me here a minute ago if I was in favor 
of the corporate tax cut that has been proposed for this year for small business. 
I am opposed to it for a number of reasons not worth going into now. 
is that I think the next emphasis is on the individual. 

Question. Mr. Secretary, a few minutes ago you were asked a few questions 


about your own reactions to taxes and budget policy in the event that we faced a 
depression. 





sut one 
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Secretary Humpurey. Let me interrupt to make perfectly plain that on small 
business, I am not opposed to help for small business, but I am opposed to that 
particular proposal this particular year. 

Question. What other ones would you be for this particular year? 

Secretary Humpnurey. I am opposed to any reduction for anybody in a way 
that substantially reduces our revenues. 

Question. What is a substantial reduction? 

Secretary HuMpurREY. Anything that is going to deplete our revenues much. 
You can see we are on very narrow ground here. 

Question. A billion? 

Secretary HuMpHREY. No. I am talking about small amounts. We are on 
very narrow ground to make a balanced budget here. I don’t think we ought to 
give tax cuts to anybody until we are paying as we go. 

Question. Fifty million, is that too much? 

Secretary HumMpnrey. If you had a half dozen things—I will object to 50 
million each. I will object to anything that costs much, but if the Congress 
passes 50 million, I won’t go out and cut my throat. If it is 51 million, I might. 

Question: What do you think it would cost you to enact the recommendation 
for small business corporate tax relief? 

Secretary HUMPHREY. Do you mean the whole program? 

Question. No, just that one corporate income tax rate. 

Secretary HuMPHREY. Dan, what is that? 

Mr. SMITH. Four hundred forty million for that one, alone. 

Secretary HUMPHREY. Between four and five hundred million for that one. 

Question. On page M-9, the President says— 

“Some relief in the tax burden affecting small business as recommended by that 
committee,” that is the Cabinet Committee, “which would give help with a 
minimum loss of revenue should have early consideration by the Congress.” 

Which of those recommendations give help to small business with a minimum 
loss of revenue, and therefore could be approved by the Treasury? 

Secretary HuMPpHREY. There is one recommendation that costs very little. 
There is another that costs twenty million and another that costs thirty or forty. 

If the Congress is going to adopt one and only one tax cut for anybody, and they 
pick out a twenty or thirty million-dollar item, I can say for these proposals that 
the committee has given them very good and careful consideration, that they are 
good proposals, and that they are worthy of consideration and worthy of help, 
and if they are only going to give one of twenty or thirty million dollars or some- 
thing of that kind, I would be glad to see them have some one of these. 

That is about the net of it. I want to say this: I think we all want, and you 
all want, to think as citizens. Now, what goes on is this: Our tax laws are so 
very high, the amounts that we take from everybody are so very high, that there 
is hardly anybody in this country or any group of this country that cannot come 
down here and show that they are hurt by the taxes they pay. It hurts almost 
everybody in this country and almost any group can come in and make an awfully 
good case for tax relief. What has been going on, and it still goes on, is this, 
and it is perfectly natural that it should. 

Groups come down here and make a showing that they are badly hurt by these 
taxes and they ask for tax relief and, if that group is sufficiently powerful and 
has a sufficiently powerful backing and makes a sufficient effort, the Congress 
has given them some consideration. From a little tax law this thick, we have 
one that is as thick as this, because all sorts of gadgets and relief of various 
kinds have been granted to various sets of people instead of having overall 
relief granted. 

Of course, there are a few strictly unfair things that creep into the law occa- 
sionally that need to be straightened out, but if we can stop making all these little 
adjustments all around, except the very unfair ones, and save our money until 
we can make a reduction all down the line, everybody gets the benefit of that, 
and the pressure on everybody is taken off. And I believe that instead of this 
group and this group and this group each one being favored here and there all 
over the place, what we need in America is to have this whole tax structure 
come down, and when our whole tax structure comes down, everybody will be 
better off, and the necessity for meeting these demands of these little groups will 
be largely reduced because it is the height of our rates that causes the trouble. 

If you take the opposite side of that and if you go on just giving little groups 
here and there and everywhere special consideration and bringing them down, 
“va Great thing you know, you are going to have to raise the rates on the poor 
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fellows who are left, and they are going to have to pay higher rates, because we 
have to have so many dollars to run the business with. 

Every time you give a special group some relief, you are just putting that much 
burden on everybody else, and I think it is high time we quit burdening every- 
body else for special people and we should try to get everybody down all at one 
time. 

Question. Mr. Secretary, I believe you said a few moments ago that you would 
not be in favor of cutting taxes or increasing Government expenditures as an 
antidote to a depression. 

Secretary HUMPHREY. I don’t say that as a categorical thing. I said cutting 
taxes out of deficit. 

Question. Yes. Well, I have two questions to ask about that general policy. 

First, isn’t that attitude in general disagreement with what has been the ex- 
pression of Presidential policy, as indicated in the economic reports over the 
years; and, secondly, what would you do to counter a depression? 

Secretary Humpueey. In the first place, I think that it is at variance with a 
lot of economic writing that there has been in the past, a lot of the economists 
having advocated that I just personally do not believe in it. I think that a 
depression is brought about by imbalances that come in, some sort of imbalances 
that come into your economy. I think the thing to do to avoid a depression is to 
try to correct those imbalances and take some measures, some basic measures, 
and, as you get your imbalances corrected, if you are on a sound base, then 
people begin to take courage, people begin to get confidence, and it is the confidence 
of the people that moves the thing ahead. 

Question. What is the role of the Federal Government in trying to redress those 
imbalances? 

Secretary HumMPHREY. To try, as rapidly as possible, to assist in getting those 
imbalances brought back into balance, and then to try to resist all sorts of novel 
ideas and to try to get down to a sound economic base, and by being on a sound 
economic base, give courage to people to go ahead. After all, it is the people 
going ahead that does the job. 

Question. Just how do you do it, sir? 

Secretary HuMPHReEY. It all depends on what is the matter. 

Question. Would you let them starve? 

Secretary HUMPHREY. No, I wouldn't let them starve, no, sir. Or sell apples 
on the corner. 

Question. Suppose there was a decline, a considerable decline in plant and 
equipment expenditures of corporations, would you not advocate a speedup, let 
us say, in Government expenditures on construction, in order to countervail 
that? 

Secretary HumpuHreyY. I don't think so, Joe, no. Of course, you would have to 
know where it was and why it was, and all that. I think you just can’t sit and 
speculate without knowing all the conditions. That doesn’t get you very far. 
I will put it this way; we didn’t do it the last time, did we? Pressure was 
brought on us to doit. We didn't do it, and it worked. 

Question. Even President Truman didn’t do it in 1948. 

Secretary HUMPHREY. We didn’t cut taxes until we got ready for a baianced 
budget, until we saw it in hand, and it came true. 

Question. The President has repeatedly claimed that the automatic reduction 
in individual income taxes and the elimination of excess profit taxes helped offset 
the 1954 depression by adding to purchasing power. 

Secretary HumMpPuHREY. The excess profits tax went out long before that. 

Question. It went out automatically after the Eisenhower administration came 
into office? 

Secretary HumpHREY. It went out 6 months later. 
and a half or two years later. 

Question. There was a simultaneous reduction. 
and then the other came through. 

Secretary Humpurey. That is right. That was when our expenditures had 
been reduced by more than enough to pay for the tax. We were on the way then 


and before we failed to collect the money from the people, we had the money 
in hand. 


Question. The deficit increased the next year. 
Secretary HUMPHREY. The reduction in tax became effective later. 
Question. Eighteen months later. It increased in 1955. 


Secretary HUMPHREY. As we went along and our spending decreased, we de- 
creased our collection of money. 


The other went out a year 


The excess profits tax lapsed, 
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Question. Mr. Secretary, Senator Russell said yesterday he would not consent 
to grants for Middle East economic aid. Would you consent to an economic pro- 
gram in the Middle East that created a deficit? 

Secretary HuMpuHREY. That is a very difficult and hypothetical question. I 
myself, Miss Craig, really do not know. Our whole program, as you know, is 
under consideration by Members of Congress, and the committees, and all | 
think I am going to say is that I am going to be extremely interested to see 
what the recommendations are and how they work out. There are a good many 
things that we have done in the past that I personally do not approve of and 
that I hope will be terminated. 

On the other hand, I would certainly not urge the complete elimination of any 
activity of that kind. 

Question, Mr. Secretary, isn’t nearly all the talk here today about cutting 
spending and cutting taxes largely academic, as long as the world situation re- 
mains what it is? 

Looking at this buget, I find that the lion’s share of the increased expenditures, 
$2.6 billion of it, is for mutual security and defense. Is there any hope anywhere 
in the world situation that you can do any cutting in defense spending in the 
next few years? 

Secretary HuMPHReY. I think there is; yes. I do. I think there is some hope 
you can reduce expenditures all along the line. I would certainly deplore the day 
that we thought we couldn't ever reduce expenditures of this terrific amount 
the terrific tax take we are taking out of this country. If we don't over a long 
period of time, I will predict that you will have a depression that will curl your 
hair, because we are just taking too much money out of this economy that we 
need to make the jobs that you have to have as time goes on. 

Question. Could we have the stenotypist read that back to us? That is a good 
quote. 

Question. The President says he will make recommendations on the waiver 
clause in the British loan. Are you in favor of postponement as against cancella- 
tion of the interest payment due on December 31? 

Secretary HumpuHrey. I am in favor of an adjustment in that document that 
will carry out the spirit of the document. I would feel just a I would if I had 
any business arrangement with anybody, that conditions had changed so that 
some of the wording was no longer applicable. The spirit is perfectly plain that 
some relief should be available. 

I think the spirit of that should be carried out, even though the language itself 
is complicated now by change in conditions, and I think we ought to revise that 
language to carry out the spirit of it and work out some proper kind of ar 
adjustment that will some relief. 

Question. Would the spirit include paying the interest some day, if not now, 
rather than canceling it? 

Secretary HumMpuHReEY. There are a lot of ways to work it out, and we haven't 
come an agreement as to how it should be done. The general spirit of it should 
be carried out. 

Question. Which do you favor, a postponement or a cancellation? 

Secretary HUMPHREY. We have not reached a conclusion. 

Question. Are you in favor of canceling some of the lend-lease silver obligations 
of India or Pakistan or other countries? 

Secretary HUMPHREY. Why would you want to cancel them? 

Question. I wouldn’t want to. Maybe they would. 

Secretary HuMPpHREY. I go along with you. 

Question. Thank you, Mr. Secretary. 

(Whereupon, at 12:35 p. m., the Press Conference was concluded.) 
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security As per 
program Budget 
l. $46. 9 $20. 9 
2 40.6 24.0 
3. 40.6 25.9 
‘ as 41.0 | 27.9 
8 | 4 43.3 28.5 
This is a 36 percent increase over 1954. 
This is a 45 percent increase over 1954. 
’ This is only 1 percent below expenditures in fiscal 1953, which wa 
previous administration, 


NotTe.—Highway trust fund began with fiscal 1957. 


2 


87404—57 





which was a 


Receipts 


$64. 
60 
68. 


wa 


“in t tllian 





a 


15 


8 


Expendi- Deficit (— 


tures surplus (+) 
$67.8 | —$3.1 
64. 6 | —4.2 
66.5 +1.6 
| 
68.9 +1.7 
0.1 4.2 
71.8 +1.8 
73.6 2.2 
339. 6 —2.2 
342.6 —1.4 
t last fiscal yeal of the 


il net expenditures 





budg 
267.8 $657.8 
64.6 6A. € 
yv 66. 5 66. § 
l 68.9 70.1 
3 71.8 | 73. ( 
' 
é t fiscal year 
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Appropriations and other authority to obligate 
{A rearrangement of budget table 5 with certain additions] 


[Figures in millions} 


j | | eee ae ee 


1957 1958 Change, 

i\Enacted,| Enacted,|/Enacted,) ss (total 1958 

1954 1955 1956 | pro- versus 
Enacted | Total posed) 1957 

|proposed 

| | 


sid | 
1. Appropriations: | 
Annual... | $51,834 | $45,774] $50,824 $56, 546 $57, 642 | $63, 807 +$6, 165 
19 | 
| 
| 

















Permanent. ----- | 6, 810 6, 819 7, 358 7, 704 7, 704 7, 853 | +149 
Total, appropriations 58,644} 62,593 | 58, 182 64, 250 65, 346 71,660 | +6,314 
2. Authority to expend debt | 
receipts___ : | 3, 610 | 3, 047 | 3, 129 | 4,463 | 4, 939 1, 385 —3, 554 
3. Contract authorizutions- --__| 880 960 | 2, 406 | 342 | 342 | 391 +49 
4. Reappropriations-- 412 1, 207 423 70 70 23 | —47 
Total, all forms of | | | 
authority_- | 63,546 | 57,807] 64,140] 69,125! 70,697 | 73,459 +2, 762 
5. Deduct amounts to liquidat | | | 
prior contract authority | —781 —731 | — 942 —173 —174 | —118 | —56 
canines nino fn | eect 2 acces aii 
Net new obligating | | | 
authority per bud- | | | | 
get table__. | 62, 765 | 57, 076 63, 198 | 68, 952 70, 523 | 73, 341 2,818 
6. Add highwav trust fund for | 
comparability with prior | | | | 
years: | 
(a) New program anu- | | 
thority (contract | | | | 
authority é cali 2, 580 2, 580 2, 905 | +325 
(b) Labor standards } } } 
work : z -8es ry (1) | (1) (1) a 
(c) Refund of gas taxes _- : Ly = 2116 +116 
Grand total____- 62, 765 57, 076 63, 198 71,532 | 73,103] 76,362] +3, 259 


| | | 


1 Less than half a million 
2 Offset in computing budget surplus by equal amount of budget receipts. 


New obligt.ting authority for other than defense military functions and foreign aid 
selected figures for fiscal years 1954, 1956, and 1958 


{In million of dollars] 








| Enacted President | 1958 budget request 
| President | 1956 (Ist | Eisen- compared with 
| Truman’s | year show-| hower’s a be it | 
budget |ing surplus} budget | l 
|} request, | under pres-| request, President | Actually 
| 1954 | ent admin- 1958 Truman’s ; enacted 
istration) | 1954 budget! for 1956 
Legislative branch____-_-- ibvnseue $85 | $199 $95 | +$10 —$104 
The Judiciary ‘ | 29 37 | 45 | +16 +8 
Executive Office of the President and (other) | | | 
funds appropriated to the President | s 60 | 47 +39 | —13 
Independent Offices (including GSA and | 
HHFA).... a i meas 1 8, 271 | . | 9, 995 | +1, 724 | +1, 651 
Department of Agriculture sad | 1, 659 d 5, 148 +3. 499 +-1, 560 
Department of Commerce 1, 078 2, 23, 965 | +2, 887 +1, 229 
Department of Defense—civil functions___- 688 | 703 | +15 +37 
Deprement of Health, Education, and } | | 
Welfure___. - ; 1,773 | 2, 107 3, O71 | +1, 298 +964 
Department of the Interior __.__- 664 | 516 718 +54 | +202 
Department of Justice —— sas 187 211 235 | +48 +24 
Department of Labor ; ‘ 332 | 470 | 438 +106 —32 
Department of the Post Office...._.._- 669 | 470 | 367 | —602 | —403 
Department of State. -......-- d , 197 | 149 | 230 | +33 +81 
Dep:rtment of Treasury-__.-. ee aceonewus oeee 7, 101 7,716 8, 154 | +1, 053 +438 
eee po eee | 2 30 42 +30 +12 
Allowance for contingencies...........- al 50 | 500 +450 +500 
Nr erential 22, 804 | 27,308 | 733, 462 | 410,658 | +6, 154 
| 











1 Excludes $404 million, AEC appropriation, and $706 million RRB taxes, for comparability; includes 
$135 million for USIA. 
2 Includes, for comparability, $3,021 million under highway trust fund which beginning in 1957 is not 
longer included in “‘budget’’ totals. 
Assumes enactment of a $654 million postal rate adjustment bill. 
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Mr. Cannon. May I say, Mr. Humphrey, we are glad to have you 
with us. We are just beginning consideration of a new budget, one 
which presents some unexpected difficulties, and we need all the ‘help 
we can get. 

As you know, Mr. Secretary, the preparation of the fiscal budget of 
the Nation is in the nature of a joint responsibility. The President 
under the Constitution prepares the budget, and, of course, it has al- 
ways been our understanding that he does so with the advice and con- 
sent of his chief fiscal officer, the Secretary of the Treasury; and the 
Congress passes on the budget after it has had your approval. 

This year there are phases i in the budget that seem rather obscure. 
For example, in some portions where austerity seems to be the guide- 
post, later items in the budget would seem to indicate that there is a 
possibility that these items, ‘if approved by the Congress, will be later 
subject to administrative pruning. And your statements to the press 
might be interpreted as bearing out that conclusion. But Congress, 
and this committee in particular, have always considered that we 
exercise a special prerogative in cutting the budget. I might say we 
never or seldom have cut it as much as it should be cut. But from 
time immemorial we have been jealous of our right to determine the 
final form of the appropriations made in response . to recommendations 
in the budget message, and we feel we must insist on our constitutional 

rights in that respect in this instance. However, in view of the situa- 
tion and in response to emphatic statements you have given the press 
on the necessity of reducing the budget we are especially anxious to 
have your counsel and advice. 

Now, apparently your position, Mr. Secretary, is that the budget, 
as submitted to the House, is perhaps excessive in some particu: rs: 
that it would be well if it were reduced. Asa matter of fact, the im- 
plications seem to be that there are a number of items in the budget 
which might be cut without disadvantage to the defense of the country, 
or the operation of the departments. 

So, in order to get your views on the subject—and as far as the 
fiscal policy of the ‘country is concerned, we consider you the court of 
last resort—we would greatly appreci iate it if you would give us an 
overall statement on the budgetary situation as it is presented today. 





GENERAL STATEMENT 


Secretary Humpnrey. Mr. Chairman, it is needless for me to say 
that I am very glad indeed to be here and have a chance to speak to 
all of you gentlemen. I am particularly glad to have the opportunity 
right off to correct what, from your statement, may seem to be a ya 
apprehension of my position. I do not think that I ever said; I am 
sure I never said that this particular budget had particular ies in 
it that should be reduced in the presentation of the budget. 

What I said, and what the fact is, is this: this budget was worked 
over with the greatest of diligence. Everybody in the Government 
oo a great deal of time on the budget trying to work it out and 

trying to bring it down as low as it could be and still render the services 
that the law provides for and the degree of security that we believe we 
must have. So I have no quarrel with the budget as it is. 

I have never seen a man work harder on it than the President him- 
self. He worked with the different departments and with different 
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people in the preparation of this budget. So I do not have any criti 
cism of any particular items of the budget itself. My whole point is 
this: We have been working for several weeks, some months, in at- 
tempting to go over the various items in this budget to pare it down 
to what we believe is the most realistic budget that can be presented 
to the Congress now. But it will be 18 months before the last of the 
money will be spebt under his budget. 

My plea is, and has been all the time, that we do not just accept this 
budget as it is prepared now and say that the job is done, that now we 
can ‘forget it and go ahead and spend our money with no thought of 
economy. My plea is that every day, and day by day during this 
whole 18 months, the various items in this budget which have been 
worked over in the past 6 months continue to be worked over for the 
next 18 months, and that we search out in every department of the 
Government ways and means of trying to get the ‘desired results with- 
out spending all of the money that is proposed. 

I think if we could make the progress we have made from the origi- 
nal suggestions in a reduction of the budget and the budget items 
in 6 months, we ought to make more progress in the next 18 months. 
Now that is the point that I had in mind and the point that I am trying 
to make, and what I want is to have the pressure for economy kept on 
the items in this budget for 18 months every single day, and that it 
not just be accepted as something now that we can just go ahead with 
and spend regardless. I think if we do that, if we work as hard for 
the next 18 months every day as we ought to do in every department, 
there will be lots of places that will be found where some reduction 
m expenditures can be made, and yet we can still render the service 
that we require and maintain the security we need. 

Now, I think it is very desirable that should be done. The budget 
as presented has a small surplus. That small surplus is brought about 
by the estimates we have made of both expenditure and income. We 
hope we will get the income. Last year the Treasury Department 
underestimated the income. It is possible that could occur again. We 
thought we had very prosperous times a year ago, and it turned out 
they were more prosperous this past year, so even though we estimated 
én increase a year ago, we did receive more income than we estimated. 
As I say, it is possible that could occur again. It is also possible that 
it could not occure again, that we might not make quite as much im- 
provement in our income as we are estimating we will make. 

Now, these estimates total a large sum of money. I want to call 
your attention to the fact that $1 billion is a tremendous amount of 
money. I hardly know myself how to measure $1 billion because it is 
such a large sum of money. But as a percentage of $70 billion, it is a 
very small percentage, so that a variation of a very small percentage 
in estimates, either in expenditures or income, involves a tremendous 
lot of money. A variation of a few percent can very radically change 
either the expenditures or the income side. If you are good enough 
when you are estimating what you will do and what conditions will be 
18 months hence to get within a very few percentage points of what 
you are estimating, you are very unusual. All we can do is to make 
the best estimates we can on the information available and then we will 
have to cut our cloth to fit what the conditions may later prove to be. 
That makes it all the more important that when this budget is adopted 
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we do not just accept it and treat it as a finished job and give up all 
thought of further economy. 

From your point of view, Mr. Chairman, and the point of view of 
all you gentlemen here, I think you can make a very substantial con- 
tribution. You are going to go over all of these figures. You are 
going to consider all of these cases. You can hear witnesses ; you can 
call people i in and question them. If you approach this in the same 

yay that it has been prepared, you may very well in your efforts turn 
up places here and there where some economies can be effected. You 
may very well turn up ideas that have escaped us where some reduc- 
tions can be made. 

I am urging you in your studies—and you will have the oppor- 
tunity to study and to discuss the matter with witnesses that appear 
before you—to use your very best efforts to find new ways that we may 
have missed in the preparation of this budget to get the same results, 
to render the proper service, and to supply the adequate security and 
yet do it for less money. 

Now, this thing goes back even further than that. The demand for 
Federal expenditures starts with the people themselves. It starts in 
all the various localities in all of the various districts for their particu- 
lar wants and their particular needs. And it goes clear on through. 

Now, when a community, or a group of communities, or the people 
as a whole get the idea that they want something and get the idea, if 
you please—which is quite prevalent—that money that comes out of 
the Federal Government does not cost anybody anything, that we have 
some sort of a great well down here that you can get money out of that 
does not cost anything, and groups come down seeking funds out of 
that well that costs nobody any money, to supplement private funds, 
or local funds, or perhs ps to take ove r local obligations, I think that 
we have a job of great education to do in America. 

I think that the gentlemen in this room are particularly qualified to 
take a very important and prominent part in that job to educate the 
people so that the people will realize two things; first, that we do not 
have any well of free money down here, that the only money we have 

they can get is money we take away from them, and after adding some 
overhead to it, pass it hea k to them, and that the people themselves 
are the only source of our funds and that whatever we spend for their 
account comes out of their pock kets. 

Now, the other thing is this: there is a feeling that is quite wide- 
spread that in many cases where Federal funds are used, if people 
in one locality do not get in and get their share somebody else will get 
is and there is a great urge to be sure that everybody in the country 

their full share of the Federal funds. If the money is going to be 
aah anyhow, they feel they had better get in and get their share. 

I think those are both complete misconceptions. I think there is a 
big job to be done, as I say, in the education of the public. We should 
start with the public to resist pressures for Federal expenditures. 
And I know of no group that knows as much about it, or who could 
have as much influence, as this group right here. 

So my plea to you is that you study the various items of this budget 
with the eare you usually do, and that you search out and find out 
every place you can where proper.results can be obtained for less 
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money ; satisfy yourselves that you are justified in it and exercise the 
authority that is yours by law. 

You will remember that the President said in his State of the Union 
message that he is going to direct every department of this Gov- 
er nment from now on—and he has already been doing it, but he is 
going to reemphasize it, and has reemphasized it—that they each day, 
every day in the week, devote themselves to seeing how they can search 
out duplication, waste, extravagance, and get a “better result for less 
expenditure. 

I am sure be believes, and I am sure I believe, and I know that a 
great many men in this room believe, that it is very essential that be 
done; that it is very essential that we get and keep a better control 
over expenditures continually and all the time. 

Now, I would just like to add this one thing: I am not prepared, 
nor do I propose, to criticize any department, or to pinpoint in detail 
what any department of this Government ought to do, or to point out 
changes in this budget that can be made today. If T could do that 
I should have done it at the time the budget was being prepared. I 
did do it at the time the budget was being prepared. We discussed 
these things all the way through when the budget was being prepared, 
and I am in accord with the. presentation made in this budget as a 
starter. I do not think it should be accepted necessarily as a " 
determination of what we will do 18 months from now, because |] 
think we ought to do something better every day, and I think if we 
are not better 18 months from now than we are today, if we have not 
found out new ways and better ways of doing things in 18 months, 
as I said before, we better get somebody else to do our jobs. 


DISCUSSION OF ADMINISTRATIVE REDUCTIONS IN EXPENDITURES 


Mr. Cannon. The committee joins you in your statement that no 
action taken here, or any comments on the part of the committee 
today, should be interpreted as a specific criticism of any particular 
person or department; but we have reason to expect, Mr. Secretary, 
that, when the budget comes to us, it is a carefully prepared com- 
putation and expresses the best judgment of the President and your- 
self and his other advisers as to the amount of money which should 
be spent in the next fiscal year. 

So far as the idea that it is impossible to say at this time exactly 
what will be needed until the occasion arises any time during the 
next 18 months, your suggestion seems to be that we should appro- 
priate the maximum amount and then permit the Executive to de- 
crease it at will. As a matter of fact, you say explicitly that the 
President has directed that action on the part of the executive depart- 
ments. 

Now, it has always been our contention that the committee has the 
last word on fixing the amount of money that should be spent by the 
departments. 

Secretary Humpnrey. Perhaps I could read you the President's 
exact words. 

Mr. Cannon. We would be glad if you would. 
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Secretary Humpnrey. This is the last expression on it, what he said 
in the state of the Union message: 


Through the next 4 years I shall continue to insist that the executive depart- 
ments and agencies of Government search out additional ways to save money and 
manpower. I urge that the Congress be equally watchful in this matter. 

Mr. Cannon. Do you interpret that, Mr. Secretary, as a statement 
on the part of the President that he expects to administratively cut 
this budget wherever he thinks necessary if it is enacted in its present 
form by the Congress? 

Secretary Humpnrey. Not wherever he sees it is necessary, Mr. 
Chairman it is wherever in the execution of the budget the work that 
is proposed can be done with less money with equal results, with 
appropriate results, we certainly ought not to spend the money. We 
ought not to spend money just because it is appropriated. 

Mr. Cannon. It has been the unhappy experience of this committee 
that whenever we appropriate too much money the departments in- 
variably find some reason to spend it. 

Secretary Humpenrey. That is one of the very things that we want 
to stop. 

Mr. Cannon. One of the indications of that too often occurs just 
prior to the end of the fiscal year when there is a great rash of expendi- 
ture on the part of the departments to get rid of funds before the 
deadline. So our experience indicates that we should cut to such a 
point there will be no necessity for any executive trimming of the 
budget that we should fix the low figure rather than fix a high figure 
which gives the departments a wide latitude in deciding how much 
they will spend. I am afraid this committee would rather strenuously 
object to the idea of giving the executive departments more than is 
requested with the expectation we can depend on the executive depart- 
ments to cut expenditures to the proper amount. 


INCREASE IN BUDGET OVER 1955 AND PRIOR YEARS 


The budget comes to us today approximately $3 ee in excess of 
last year’s budget expenditures, although last year’s budget was the 
high watermark in the budgets under this ndiiekaieheailieis. Notwith- 
standing the fact that it was the highest up to that time, you are going 
this year $3 billion higher. As you will say, $1 billion is sue ch an 
enormous amount that the finite mind of man cannot comprehend its 
purch: asing power. The $1 billion is a lot of money, as you say, much 
less $3 billion, and then this budget for 1958 is about $8 billion more 
than the actual spending budget of fiscal 1955. 

If this enormous expenditure were limited to defense expenses, of 
course we could understand. The world is in a period of stress. We 
are, as has been indicated by the President, in greater danger than 
ever before and we must stay strong to avoid war. 

But the nondefense expenditures also have increased. The proposed 
1958 recommendations have increased 45 percent since the first fiscal] 
year of this administration—1954—down to this budget—nondefense 
expenditures. 
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APPROPRIATIONS AND EVENTUAL TAX REDUCTIONS 


So we are asking you at this time to give us some definite indication 
as to what items you referred to when you told the country the budget 
should be cut. How much should be taken out of this budget and 
where ¢ 

You said recently—and I fully agree with you—that taxes should 
be cut. That is a subject in which the entire country is extremely 
interested. But you also have said that we could have a tax cut only 
if Congress, working with the executive departments, prepared for it 
in advance. 

Now, I take that to mean that you are suggesting that when this 
budget is finally enacted, the ensuing appropr “ation bills should make 
such cuts in the budget as to render tax cuts possible 18 months from 
now, or a year from now. Is that your view, Mr. Secretary ? 

Secretary Humpur : y. I do not know whether you could do that or 
not, Mr. Chairman. I do not think I can express myself more clearly 
than I have. I do not think you should give us either a high budget 
or a low budget. I think you ought to give us a right budget as you 
see it after you have talked to people and gone over the figures; that 
you do just what we hi ave tried to do, that you try to come up with 
your best estimate as to the amount of money that ought to be spent 
to render the service and do the job. 

Now, in doing that, we have done it first. In doing it from your 
studies you may be able to find ways to get the service rendered that 
is required without spending as much money as has been asked for. 
If that is so, you ought to recognize it. You ought to recognize it 
either way, and you ought to try to appropriate neither high nor low, 
but just as nearly right as you can and having approp riated as ne: rly 
right as you can, it is our job to administer that money to get a dollar’s 
worth for every dollar that we spend and not to spend an extra dollar 
just because it was appropriated. 

[ have heard that it was the practice at one time to spend a lot of 
money in the last 30 days just because it was appropriated, or to get 
it covered so that it would not be lost, if you please, in the appropria- 
tion. I think that it was 3 years ago that Joe Dodge, when he was the 
Budget Director, put out his statement that any moneys spent in ex- 
cess of normal previous expenditures 60 days prior to the end of the 
fiscal year would be charged against the department’s budget the 
following year for the purpose of avoiding that sort of thing. do 
not think that sort of thing isright. I th ink it is our job only to Se nd 

dollar when we get a dollar’s worth, and to do it as carefully as 
we can. 

ae Cannon. And it is our job to see that the departments do not 

et enough money to engage in that practice. 

ea! Mr. Secretary, unfortunately we have only one chance at this 
budget, and that is now. After this budget is enacted, after we pass 
the appropriations bills, it passes out of our control. But you tell 
us that if we expect a tax cut it can be secured only through the co- 
operation of the Members of Congress with the executive departments. 
That means beginning on this budget. If we are going to have a tax 
cut, we must start now and start on this budget ? 

Secretary Humpnrey. We must start just as soon as we can. I 
think we have already started. We ought to be always on our way, if 
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we can, toward a further tax cut. I think our taxes are too high. I 
think these taxes, for the permanent good of the country, are too high, 
and that we must bring this tax burden down as rapidly as we can 
for the permanent good of the country. 

Now, the only way that the tax burden can be reduced is by a com- 
bination of less expense and more revenue, and the emphasis must be 
on less expense, Unless our expenses are curtailed so we do have a 
margin of surplus, so we have a surplus that can be released for tax 
reductions, I do not see how you can get a tax reduction. You certainly 
do not want to pay a tax reduction out of deficits. That is just passing 
the job on. It is borrowing money now from our children, or from the 
future, to pay out today. We do not want to do that. 

Mr. Cannon. If we accept the recommendations of the departments 
and if this committee passes this budget exactly in the form in which 
the administration has recommended we pass it, and the Congress 
approves that action, would you say we were thereby contributing to 
an eventual tax reduction ? 

Secretary Humpurery. You would be contributing to some extent. 
I would hope that your work, your careful work, your careful analysis 
might lead us to some further avenues of possib le reduction. And if 
you did, you would be contributing just that much more to the even- 
tual reduction of taxes. 

Mr. Cannon. In other words, you are telling us this budget ought 
to be reduced ? 

Secretary Humpurey. No; Iam not. Iam saying that I hope that 
you will es able to find ways to improve on what we did; and if gradu- 
lly each of us can improve on things from day to day we will be 
better off. You are ina pretty bad way when you say that you cannot 
make further improvements. 

Mr. Cannon. But, Mr. Secretary, we do not have that day-to-day 
option. We do not h, ive that privilege. We must pass it now once and 
for all. We do not have another chance at it. 

Secretary Humpurey. You have 6 months, approximately, to study 
this budget, and that is what you will be doing for the next 4 or 5 
months. I would certainly hope that you would look forward to suc- 
cessful efforts in some ways, so that you could be helpful in showing 
how we could do a better job for somewhat less mone V5 otherwi ise, why 
would you work at it for 4 or 5 months? 


DISCUSSION OF ADMINISTRATIVE REDUCTIONS IN EXPENDITURES 


Mr. Cannon. You mention that this readjustment should be made 
throughout, day by day, for 18 months. That is beyond our jurisdic- 
tion. That comes under your jurisdiction. 

Secretary Humenrey. You have the next 4 or 5 months at it, and 
the executive has the following 12 months after that. 

Mr. Cannon. Now, should we leave it to the executive departments 
to do it? 

Secretary Humpurey. I do not think so. I think it is a matter of 
responsibility of yourself as well as the executives. I think thi c is § 
joint responsibility. I think it even goes further than that, as I said 
a moment ago. I think that this is the responsibility of the Shella 
and they ought to understand better what their own responsibility in 
this connection is. 
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Mr. Cannon. Well, I take for granted from your statement, Mr. 
Secretary, that the President shares your concern about what has been 
termed “the inflationary effect of the heavy projected Government 
spending,” as outlined in this budget. Would you say that is true? 

Secretary Houmpnrey. I think that is right. 

Mr. Cannon. And it has been reported that the President has given 
you authority to support any budget cuts that would not impair na- 
tional security, or essential service to the people. 

Secretary Humpurey. Given me authority? I do not have that 
authority. I do not know quite what you mean. 

Mr. Cannon. I am merely reporting a statement made in a very 
prominent New York newspaper which says it is authoritatively re- 
ported that the President has given you authority—and by that I 
mean that you would be exercising that authority if before this com- 
mittee this morning you should “recommend definite reductions in 
this budget. 

Secretary Humpurey. Mr. Chairman, you are talking about some- 
thing I do not know anything about. I did not happen to see that 
newspaper. 

Mr. Cannon. You say that the President does share your concern 
about it. 

Secretary Humpurey. About expenditures? 

Mr. Cannon. Yes. 

Secretary Humpurey. Yes. 

Mr. Cannon. I think we should take it for granted you have dis- 
cussed the matter with the President intimately, i in such a way as to 
be certain he shares your concern; that he would expect you in your 
relations with the Congress and the committee to encourage a final 
budget, a final expenditure program that would avoid inflation and 
excessive expenditure. 

Now, how shall we go about that, Mr. Secretary? What would you 
say to this committee? How would you advise us? This committee 
is shortly to dissolve into something like a dozen subcommittees, each 
taking up one section of the budget, and we would like to know before 
we begin work on it just where you think any emphasis should be put 
and just where you think there is a possibility of reducing the amount 
that has been recommended without impinging on defense and the 
eperation of the departments. 

Secretary Humpnrey. I think Mr. Chairman, I have expressed my- 
self as accurately as I can on that subject. 

Mr. Cannon. You are not in a position then to indicate any special 
item which you think is perhaps overestimated here? 

Secretary Humenrey. If there were items we thought were over- 
estimated, I think they would have been changed before the budget 

was finished. We spent a great deal of time in the executive depart- 
ments, including time with the President, trying to make the best 
budget that we could possibly present, and this is it. 

Mr. Cannon. But you have said this policy can produce a depression 
that will curl your hair. Furthermore you are quoted as saying there 
is a widespread public demand for economy, and speaking for myself 
in a very unimportant way, I can say that I concur in that because 
in the last week I have received letters from private individuals in 
practically every State in the Union urging petetitie of this budget. 





THE BUDGET FOR 1958 25 


You are quoted as saying, reduction should be achieved by restraint 
of public groups in demanding Government orders and that we can 
effect the needed reductions if we ignore these demands from private 
groups in demanding Government orders. 

Secretary Humpurey. I don’t know what paper you read, Mr. 
Chairman. Iam sorry I have not seen it. I find lots of things said 
in a paper that I have said which I read with real interest for the 
first time. 

Mr. Cannon. What would you say about the substance of what I 
have just quoted ? 

Secretary Humpnrey. I don’t know what you 

Mr. Cannon. What do you think about the tenor of these newspaper 
quotations ? 

Secretary Humpnrey. I don’t know what it said. If you had it 
here I would be glad to look at it. 

Mr. Cannon. You said that there was a widespread public demand 
for economy, according to this paper. 

Secretary Humpnrey. I believe that is correct. 

Mr. Cannon. And that restraint by private groups in demanding 
Government orders can produce the needed reductions. 

Secretary Humpurey. I don’t think that the demanding of orders 
by private groups is the way the Government’s business is placed. I 
do think this: I do think, and I have had this experience myself, and 
I am sure many of you have, which also goes back to the matter of 
public education that I have ‘talked about, and on which you can be 
very helpful: 

When reductions have been made some times in Government ex- 
penditures, which means the reduction of orders, or the cancellation 
of orders that the Government had previously placed, that in turn 
means that some plant in some locality has less business, that they 
got a cancellation order for part of their prospective activity for the 
next period of time, and that, of course, they are naturally very 
dlisappointed. 

We have seen that in such cases the chamber of commerce of the 
locality, businessmen in the locality, and citizens in the locality have 
come down here to Washington and have protested the reduction of 
that order because of its effect locally in the community. 

That is a peréectly natural response from a single locality, but 
that shouldn’t be a determining factor in determining what properly 
the Government of the United States should spend, and I am sure that 
regardless of disappointment locally they realize that that is so after 
they understand what the situation is. 

Those situations have to be met. 

Mr. Cannon. Apparently this same statement was referred to by 
another newspaper which states that Secretary Humphrey is said to 
feel that even the defense budget, which, as we have said, is of prime 
importance because we must stay strong enough to avoid war, Secre- 
tary Humphrey is said to feel that even the defense budget has fallen 
to a significant degree to demands of local communities or producers 
for installations and defense orders. 

You would say that comes in the same category ? 


Secretary Humpnrey. I never said that. It doesn’t work that 
way. 
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INCREASE IN FEDERAL PAYROLLS 


Mr. Cannon. The President has expressed opposition to additions 
to the Federal payrolls. This new budget is said to include 30,000 
additional jobs in nondefense agencies, with no compensatory transfers 
or cutbacks. 

Under existing conditions would you say the wiser course would be 
to deny such increases or to require that they be supplied by transfer of 
these 30,000 additional jobs provided by this budget ? 

Secretary Humpurery. I am concerned, Mr. Chairman, as I have 
stated previously, with increasing Government employment. I am 
concerned with increasing Government expenditure, particularly at a 
time like the present when w e have a large demand for employment 
and a large demand for materials and supplies of various kinds. 

I think the added pressure of the Government in those two fields 
puts a pressure on prices, a natural pressure on prices, which we ought 
to avoid if we can. If we are going to keep the same kind of a stability 
in the cost of living that we have enjoyed over the past 4 years we 
want to avoid in every way we can adding to those pressures. 

Whether a particular man added in a particular item is the man 
that ought to be cut or not, Iam not prepared to say. That can only be 
determined by careful study of each detail; but I hope that we can so 
conduct ourselves, particularly at this time, that we will not be putting 
additional pressure either on the demand for people or the demand for 
goods that will add to price increases that will tend to give us addi- 
tional inflationary pressures. 

That is why I urge you to be so careful in your examination and to 
be just as helpful as you properly can. 


INCREASE FOR WELFARE ITEMS 


Mr. Cannon. What aspect, Mr. Secretary, in which this budget ex- 
pands rather abruptly is in what is generaily known as the welfare 
state? It is our understanding that you have expressed yourself on 
this phase of the budget rather emphatically at times, and also it is our 
understanding that the President, with the announced purpose of com- 
bating inflation, has asked the Federal agencies to postpone work of a 

character which can be appropriately deferred. 

What would you say of the rapid increase in the last very few years 
of welfare items in the budget ? 

Secretary Humpnrey. I think it is pretty well covered by what I 
just said. I think that pressures for added employment, added pur- 
chases should be resisted in every way that we can. 

J a think that we should be very watchful, all of us, to see that 
local needs are taken care of locally, properly whenever they can be 

rather than out of the Federal budget, for two reasons: 

In the first place, nobody knows the local needs as well as the local 
people, and the local people I believe can better spend their own 
money locally and can do it better and more economically than it 

san be done by any widely administered Federal program, so that I 
think they not only will get more for their money but that they will 
have better use employed of it if their local needs are taken care of 
locally rather than by having us increase their taxes and bring that 
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money down here and then send part of it back through some 
Federal management program. 

There are, of course, cases where that must be done. There are 
certain things that can be done only nationally, and those we have 
to do. 

There are certain emergencies that occur in certain localities that 
the whole Nation has to participate in, but, by and large, I think 
we ought to be just as watchful as we can be not to keep increasing 
the Federal sphere of activity, particularly where it involves taking 
over things that can be locally handled. 

Mr. Cannon. Mr. Secretary, I think that of all the wise and judi- 
cious statements you have made to this committee this morning that 
statement deserves special emphasis. 

Off the record. 

(Discussion held off the record.) 

Mr. Cannon. We are glad to have you make your position clear 
on that point. The fact that you are the chief fiscal official of the 
United States Government, makes it all the more impressive. 


CONSTRUCTION AT THE NAVAL ACADEMY 


Taking a mere incident, because it happens to be mentioned by a 
very prominent newspaper, as an evidence of what the departments 
would do if left to their own discretion and are not too closely inhib- 
ited by the amount provided by this committee, I noticed in the issue 
of January 16, the day this budget was presented, a statement to 
the effect that the United States Naval Academy at Annapolis is to 
initiate a project costing $7,400,000 to provide 60 acres for athletic 
purposes. 

I don’t mean in quoting this item to say that this would not be a 
wise expenditure, but I would like to ask you if you think items of 
that character in this time of stress, when our national debt is at the 
height it is and when our cost of financing the national debt is steadily 
increasing every day, could be deferred for the time being? 

Secretary Humpnrey. This time, Mr. Chairman, you and I both 
read the same newspaper because I noticed that, too. I immediately 
asked what the facts were, because I was attracted to it, and I asked 
what the facts were. I don’t know. I haven’t heard yet, but I am 
investigating to see. 

Mr. Cannon. That is what happens, Mr. Secretary, when this com- 
mittee fails in its intent, because it is the intent of every member of 
this committee to provide, I think, as economical a budget as possible. 
Every member of this committee and every Member of Congress has 
continuously pledged to his constituents back home to observe the 
strictest economy here—of course, except in places where local interests 
are involved. 

Mr. Forp. It is my understanding, Mr. Chairman, that the $3 million 
athletic stadium to which I believe you referred for Annapolis was to 
be paid for by voluntary contributions solicited from alumni and other 
citizens throughout the United States and not from appropriated 
funds. , 

Mr. Cannon. That was not mentioned in this item. In the item it 
was mentioned as involving an expenditure of $7,400,000. 
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At any rate, it seems advisable, Mr. Secretary, and I wonder if you 
agree with us on that, that we should cut this budget to the lowest 
figure which we think would be consonant with the actual needs of 
the Government for the coming fiscal year? 

Secretary Humpnrey. I think your job, Mr. Chairman, is to try to 
seek out, study out in every way that you can the right amount that 
you should appropriate, and after you do that I think it is the job of 
the executive department to get a dollar’s worth for every dollar that 
they spend which you have e allowed them to spend, and to keep work- 
ing at it every day, nights, holidays, and Sundays. 

Mr. Cannon. In order to do that effectively, Mr. Secretary, do you 
think the setup in the various departments in the nature of watchdog 
services to avoid questionable items of this character are sufficiently 
active and efficient at this time, or do you think it would be well on 
the part of the administration, or it would be well on the part of this 
committee, to establish a watchdog agency which would have the 
opportunity to pass on items which seem to be dubious so far as econ- 
omy is concerned ? 

ecretary Humpurey. I don’t know what the program is. This is 
the first time I have ever heard it mentioned. I just don’t know. 1 
don’t know what you have in mind. 
Cannon. Have you any agency in the departments which 
passes on the advisability of projects of this character ? 
Secretary Humpurey. You mean overall? 
Mr. Cannon. Yes, where any new item of this character is to be 
taken up and where new money is to be spent, the purpose of which 
might be subject to question as to its immediate necessity. 

Secretary Humepnrey. It is the primary function, of course, of the 
department involved. It is secondly, and it has to go always, to the 
Bureau of the Budget, so that there is a centralized place where all 
departments have to go. 


TREND OF EXPENDITURES AND RECEIPTS AS BASIS FOR TAX REDUCTIONS 


Mr. Cannon. I may say, Mr. Secretary, that there has been fre- 
quent allusion in the public press, as there always is at the close of any 
administration, the suggestion that you have said that in case of any 
attempt to finance a tax reduction out of deficits you would consider 
leaving the official family. 

Secret: ary Humpnrey. I feel very definitely, Mr. Chairman, that we 
ought not to give tax reductions out of deficits. I have explained 
many times tha it the time when a tax reduction is voted, and the con- 
ditions obtaining at that time, are not the criterion to determine 
whether or not it should be granted, because a tax reduction takes effect 
over a considerable future period of time. 

What I believe is this—that you should estimate what your surplus 
is going to be as best you can over the period ahead that you are 
contemplating giving a tax cut, and if you can see over that period 
ahead by reasonable estimates with reasonable assurance that you will 
have a surplus adequate to meet the tax cut as it becomes effective, 
then you are in a position to make a tax cut and let it become effective 
as the money comes in to pay. 

In other words, if you are going to make a tax cut of $5 billion, just 
for a figure, you don’t need to have $5 billion in your hand today, but 
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you have to see, looking ahead on reasonable and justifiable estimates, 
that as the tax cut becomes effective over the succeeding months you 
have a right to expect that you will be receiving sufficient surplus 
before the tax cut to justify the cut so that you will know where the 
money is coming from. 

It will not balance out exactly to the month, because no estimate 
in figures of the size and kind we are talking about ever balances out 
exactly, but if your direction is right and your estimates are right you 
will come out at least with a break-even point at the end of the period 
if you reduce the taxes over the period about what the surplus other- 
wise would have been without the tax cut. 

Mr. Cannon. But your formula here is that the trend of expendi- 
tures at the time must be coming down ? 

Secretary Humpurey. That is correct. You must see that you 
have things in effect that are going to take place and you are reason- 
ably : assured will take place ahead as the time comes when you need 
the money. 


INCREASE IN NEW OBLIGATIONAL AUTHORITY 


Mr. Cannon. Mr. Secretary, it seems to me that the most regrettable 
feature of this budget is the increased request for new obligating 
authority, the right for future expenditures. 

Whenever we get into that character of expenditure we are getting 
into deep water; we are getting into expenditures which run years 
ahead perhaps, and over which we have no future control. We are 
not merely providing for this year but we are providing for future 
years. 

I would like to have you give us your opinion as to the relative effect 
of expenditures for the year and expenditures which run indefinitely 
beyond the current year. 

Secretary Humpnrey. Mr. Chairman, about 3 years ago Joe Dodge 
and I started a program, and a good many months ago, ~after he had 
gone, Percy Brundage and I presented a program, a tentative pro- 
gram, to committees of the Congress that we thought would sub- 
st intially improve this situation, ‘and that we hoped would substan- 
tially improve the overall method of appropriating funds, having in 
mind both sides of the equation, the income and the expenditures, ‘and 
considering all of the expenditures together before the final appro- 
priations took re That program was considered reasonably favor- 
ably by a number of people, and we presented it to you. You had a 
subeommittee which studied the matter, and you still have it under 
consideration in your committee. 

I would think that the best thoughts that I would have on the 
subject would be embraced in that tentative program, and we would 
be delighted if you would reactivate your committee to go into that 
further. I think there are some constructive steps suggested to you 
at that time which might be adopted by the Congress. 

Mr. Cannon. You would have time, Mr. Secretary, to appear be- 
fore that subcommittee, would you, in the near future? 

Secretary Humpurey. Yes, sir; any minute. I think it would be 
very desirable to pursue that further because I think there were some 
constructive thoughts. You might be able to change it somewhat or 
add to it somewhat, but I think it was constructive. 
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Mr. Cannon. And in the meantime, Mr. Secretary, your recom- 
mendation to the committee would be that particular care be exer- 
cised in the scrutiny of requests for new obligating authority, for con- 
tractual authority. 

Secretary Humenrey. I think you always ought to do that; yes, 
sir. 

Mr. Cannon. Mr. Secretary, I don’t want to take too much of your 
time. I would like to say, however, in reference to the comment just 
made about suggestions in the press that you might decide to resign, 
and I believe I express the opinion of every man on this committee, 
that we would consider your resignation as an unmitigated national] 
disaster. 

I will recognize at this time any member of the committee who has 
something to ask the Secretary. 

Has anyone here any questions? 

I recognize the gentleman from Texas, Mr. Mahon. 

Mr. Manon. Mr. Secretary, I think it is very fine that you have 
appeared here before this fuil panel of the Appropriations ‘Commit- 
tee, and we all sympathize with you in the terrific responsibility which 
you have. 

I have been particularly impressed by your emphasis on not just 
one look but a daily look at Government expenditures. You prescribe 
that for the future. Have you been following that procedure in the 
past insofar as possible? 

Secretary Humrurey. Yes, we have. We have tried to follow it 
in the past. I think that one of the reasons why I have said what I 
have is because I think it needs renewed emphasis now. 


EFFECTIVENESS OF ADMINISTRATIVE REVIEW OF EXPENDITURES 


Mr. Manon. Mr. Whitten, a member of the committee, has inspired 
this line of thinking by a little note which he passed to me during this 
testimony. You say that the executive department will study the 
operations day by day for the next 18 months—I believe it will be the 

next 18 months because of the spending period—in an effort to cut 
down expenditures. For the past 18-month period you have presum- 
ably been doing that, but expenditures have constantly gone up. 
Instead of reducing the executive departments by this process the 
administration, I believe somewhat over your wishes, has continued 
to increase spending, and if we continue to studiously study day by day 
our fiscal needs and act as we have acted in the last 3 years I am afraid 
we will really go bust. 

Secretary ‘Humenrey. That is just why I said that I thought it 
needed some increased emphasis at this time. 

Mr. Manon. I have batiee: me the budget in brief from the Execu- 
tive Office of the President, and for the: year 1950, fiscal year, I see 
expenditures for $39 billion. 
oc the first full year of the Korean war expenditures were $44 

illion. 
a oat he second full year of the Korean war expenditures were $65 
illion. 

Then the fighting was largely over during that period but a settle- 
ment had not been reached, but it was reached i in the fiscal year 1953. 
Half of that fiscal year was under the previous administration and 
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half of it was under the present administration, and expenditures 
that year were $74 billion. 

Then they dropped down under President Eisenhower’s first full 
year’s budget to $67 billion. There was another drop the next year, 
but they have been going up ever since. 

I believe, speaking roughly, we are spending this year $4 billion more 
than we did the year before and $6 billion more than in the previous 
year, in round figures, and then you run up to $8 billion approxi- 
mately above the low point of the Eisenhower administration in 
fiscal 1958. 

Secretary Humpurey. That is right. 

Mr. Manon. And this day by day study on the part of the Secre- 
tary of the Treasury and the agencies of this administration is getting 
us nowhere but excessively high expenditure as I see it. 

What is your comment? 

Secretary Humpnrey. I think the figures speak for themselves. 
They have been increasing. What happened, just very roughly, is 
this as I see it: 

The Eisenhower administration in its first full year cut off about 
$10 billion. 

Mr. Manon. The war was ending and that is explainable. 

Secretary Humpurey. I don’t know whether you can say the war 
ended or not, but the shooting stopped at least. 

We are living in this period of tenseness during this period. That 
$10 billion that was cut off, by the time we get through with the esti- 
mated budget that you are now considering will have put some of it 
back. 

What is happening is that our expenditures, both in defense and in 
other activities, and if you take into account the period from the low 
point to the end of the projected budget, you will see that that $7 
billion is divided just about 60-40 between increases in defense ex- 
penditures and increases in other expenditures. 

In the Defense Department 

Mr. Manon. We have reduced defense spending over the high point 
of the Korean war. 

Secretary Humpurey. Of course, you can make any kind of cate- 
gories you want and you can get all kinds of answers by trying to 
decide what is nondefense and what is defense. 

Mr. Manon. I am just speaking of strictly defense expenditures 
such as Army, Navy, and Air Force. 

Secretary Humpurey. There are other expenditures that are just 
as much defense as they are. 

Mr. Manon. Sure, atomic energy. 

Secretary Humpnrey. I think a better category for a more accurate 
view is to take the expenditures that we call security expenditures. 

Mr. Manon, Yes, but security expenditures have been reduced dur- 
ing the Eisenhower administration below the high point of the Korean 
war period. You ought to have those figures. 

Secretary Humpnrey. Yes, the figures are all right here. That is 
not what I am talking about. What I am talking about, and what I 
understood you were talking about, was the increase in expenditures 
from the low point. 

Mr. Manon. Yes. 
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Secretary Humrnrey. All expenditures were reduced about $10 
billion from the high point. (From fiscal year 1953 to fiscal year 
1955.) 

Mr. Manon. Yes. 

Secretary Humpnrey. To the low point. From the low point up 
through the existing budget we have increased expenditures from that 
low point by approxim: tely $7 billion. We will have if this budget 
is carried through on its present base. 

Mr. Manon. Yes. 

Secretary Humpnurey. Of that $7 billion the nearest round figure 
is $3 billion for the security expenditures and $6 billion for the other 
expenditures. 

Mr. Manon. Nondefense expenditures? 

Secretary Humrurey. That is correct. So it is about 60-40, as I 

said, that the expenditures have increased from the low point through 
the estimated budget. 

Those increases are accounted for in several ways. In the Defense 
Department the costs of the new methods of defense are colossal. 
The individual items are terrific. What we are doing by all of these 
new things, by all of this research and by all of these new ways of kill- 
ing people, is to tremendously increase firepower, destructive power, 
but also to tremendously increase the cost of the instruments that 
affect it. 

Airplanes today cost millions of dollars instead of thousands. 

Mr. Manon. Generally speaking you say defense costs are up? 

Secretary Humpurey. They are up $3 billion. Other costs are 
up by about $6 billion. Those other costs embrace one item, one item 
alone of the $6 billion; about a fifth of it is $900 million that is 
interest, or interest costs. They have moved up about $900 million 
from the low point as compared with what we estimate they will be 
in the coming budget. 

Other items have increased. The agricultural program has in- 
creased. A good many of the programs where we match funds with 
States, and that sort of thing, most of the increases come from laws 
that the Congress has adopted requiring the expenditure of funds for 
one purpose or another, either in participation with States or in ex- 
pansion of various programs. 

That is why I am urging such careful consideration, not only of you 
gentlemen as members of this committee but of you gentlemen as 
Members of the Congress, and why I also urge so strongly an educa- 
tional program to get the public to help. 

Mr. Manon. These laws that have been passed by the Congress have 
been passed upon the recommendation, I believe, of the administration. 

Secretary Humpurey. I don’t know that. I don’t know which 
were and which were not. In any event they were passed. 

Mr. Manon. Name any that were not. 

Secretary Humpurey. So far as the laws are concerned they are on 
the books and they are passed. 


TREND OF EXPENDITURES 


Mr. Manon. When the Eisenhower administration, and I am not 
a partisan man, as members of the committee know generally, but when 
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the administration reduced spending following the Korean war, the 
Wall Street Journal applauded and business people and conservative 
yeople, and people who had savings, they applauded. But then they 
Conan to write editorials that you started the other way up, just step 
by step which is so graphically shown here in the midyear review of 
the budget. 

Fiscal year 1954, $67.8 billion. Fiscal year 1955, $64.6 billion. You 
go to the low point, and then it is $66.5 billion for 1956, then $68.9 
billion now estimated for 1957, and now it is $71.8 billion for the 
coming fiscal year 1958 and that does not include the road program. 
Including the highway trust fund, expenditures are estimated at $70.1 
billion for 1957 and $73.6 billion for 1958. So we are going out the 
top of the tent in Government spending. I find that many of the 
financial writers and thoughtful people of the country are alarmed. 

Are you alarmed and distressed by this trend ? 

Secretary Humpurey. I think one of the reasons you and I are here 
talking about this is that very fact. That is why we are here now, 
and that is why I am making the recommendations and urging as I am. 

Mr. Manon. In other words, you do not propose to play down the 
seriousness of this trend which I have outlined ? 

Secretary Humpurey. That is right. 


EFFECT OF INCREASE IN INTEREST RATES ON AGRICULTURAL 
EXPENDITURES 


Mr. Wurrren. Mention was made of interest. The idea with agri- 
cultural appropriations, and much of the increased costs there come 
from interest rates that the Government increased on its own debt, 
which, as I understand it, was an Executive action and not one by the 
Congress. 

In other words, by raising interest rates we have added to the cost 
of the agricultural program, and it was an action by the Government, 
the executive department, rather than the Congress. 

I have reference to the fact that Commodity Credit Corporation 
borrowed from private sources rather than from the Treasury for a 
considerable period. I don’t recall a single instance where the Con- 
gress has increased interest rates, but there have been numerous places 
where the executive department has raised interest that it paid on its 
own debts, which is a factor in this. 

Secretary Humpnrey. You mean on the Commodity Credit obliga- 
tions which were sold to the public? 

Mr. Wuirren. No; in financing the Commodity Credit Corporation 
it requires funds. 

Secretary Humpurey. That is right. 

Mr. Wuirren. The Department of Agriculture can borrow it from 
the Treasury where at that time you were paying about 2.25. Instead 
of borrowing from that source, it borrowed from private sources and 
paid a higher rate of interest, which added to the cost. That is one 
of the examples. ‘There are numerous cases of that kind. 

Secretary Humpnrey. That is a very simple thing. In borrowing 
the very huge amounts of money that this Government has to borrow 
that is understandable. 

I have said this many times, and I think you ought to keep it in 
mind—I don’t think the credit of the United States is absolutely un- 
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limited and we can go on and on and on and borrow all the money that 
could possibly be imagined. I think we have to meet market condi- 
tions and we have to finance ourselves in various ways. One of the 
ways of financing the Government was by the sale of Commodity 
Credit obligations, and that happened also in housing and in other 
places, and when those instrumentalities of the Government are used 
and to help in financing they have to meet the market rates. 

Mr. Wuirten. I would not differ with the gentleman’s statement, 
but if Mr. Mahon will permit one further question I shall cease. 

Is the net position of the Government improved anywhere, instead 
of borrowing the money from itself at a lower rate of interest, it 
borrows from private sources, the Government absolutely guarantee- 
ing the loan? 

Secretary Humpurey. Yes. 

Mr. Wuirien. The Government’s net position is worse where you 
get it from private sources and pay a higher rate of interest, the en- 
dorsement being without reservation, than if you borrowed the money 
from yourself ? 

Secretary Humenrey. I differ with you. It isnot necessarily so. In 
the financing you have to meet market conditions to get money where 
you can get it. Different kinds of investors take different kinds of 
paper. We have to apply to all kinds of investors to get the money 
we require. 

The borrowings of this Government in the amounts of money we 
have to deal with and the renewals we have to make are tremendous. 
We have to tap every source of investment capital to get the funds 
we require and agricultural paper, commodity credit paper, will go 
into certain fields, housing people into others, and we use all of these 
various items in order to do our Government financing. I don’t know 
any other way you can do it. 


DISCUSSION OF REASONS FOR TRENDS OF EXPENDITURES 


Mr. Manon. If some of my questions seem a little sharp, Mr. Sec- 
retary, they are not meant to be unfriendly because I have a great deal 
of admiration for the Secretary of the Treasury. I think the people 
of this country want some sharp questions asked, and I think they want 
something done about skyrocketing, about what appears to be irrespon- 
sible spending of the taxpayers’ dollar in many fields, including even 
agriculture shave I have a great deal of interest, and foreign aid, and 
in other fields, in all fields. 

In the 80th Congress the Republicans won control. Mr. John 
Taber, whom we all greatly admire, came down from Auburn waving 
his economy ax, and I say that in a complimentary way, and he said 
“We will cut expenses.” 

It was a very laudable ambition, but he didn’t get sufficient support 
from the Congress to really reduce Government spending. 

A new opportunity comes when Mr. Eisenhower, a very popular 
man, is elected, a lot of talk about reducing spending, balancing the 
budget, and we have not had that. We have had some reductions 
but we are going up again, farther than we ever were before in the 
peacetime history of this Nation. You understand that. 

This causes thoughtful Americans to be alarmed, and I am wonder- 
ing, is the Government so big that the Secretary of the Treasury and 
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one of the most popular Presidents of all time can’t do anything about 
it, and are we caught in a sweep, a floodtide that is irresistible? What 
are your comments on that? 

Secretary Humpnrey. No. I do not think so. Let me just say 
this: That I have a very great respect for you and for the members 
of this committee. If my answer should sound political, why, I do 
not mean it, either. 

Mr. Manon. That is all right. 

Secretary Humrnrey. I think if one would look up the votes by 
which some of these laws were passed one might find some very heavy 
Democratic majorities. 

Mr. Manon. There is no doubt about it. 

Secretary Humpnrey. If you look back to last year, a year ago now 
or a little less, a very prominent Democrat got through his committee 
a billion dollars that we did not want, more than we asked. It was a 
billion dollars that we did not have to have; and we did not require it. 

Mr. Manon. You are talking about the money for the B—52 bombers 
and so forth ? 

Secretary Humpnrey. Yes. 

Mr. Manon. That is a controversial point about which honest men 
may differ. 

Secretary Humpnrey. They may; but it was a billion dollars more 
than was asked for, which was voted. 

Mr. Manon. Yes; that is correct. 

Secretary Humpurey. I think this: I think you and I might match 
this in blame back and forth, if we went at it. 

Mr. Manon. Yes. 

Secretary Humpnrey. I do not believe that is what we are after. 
We are citizens of this country. You gentlemen have a very serious 
responsibility, and I have. We are all concerned about the increase 
in these Government expenditures. I am concerned about them. You 
are concerned about them. That is why we are here talking this over. 

Mr. Manon. Yes. 

Secretary Humpnrey. I think the very reason we are here is be- 
cause they have gone up. And the reason we are here is because we 
ought to do something about them. 

Mr. Manon. That is right. 

Secretary Humpnurey. I just do not think we can say that this 
thing has gotten out of hand and we cannot do anything about it. 
I think we can. 

Mr. Manon. I think it has gotten out of hand, and I am trying to 
explore what we can do about that. 

You mentioned this billion dollars for additional bombers. It was 
pointed out by men of the executive department that the Soviet Union 
was producing long-range intercontinental bombers faster than we 
were producing them. There was some concern about it. That is not 
a point we can settle here. 

My point is: Is there someway in the executive branch to go through 
these things with a fine tooth comb and go down to the very bottom 
to the grassroots and make these cuts in little places and big places? 

I had a letter the day before yesterday from a lady, the head of a 
home demonstration club, in which she said: 


Please send me certain bulletins. 
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And she said: 
Please send me that controversial bulletin on dishwashing. 


I believe in the political campaign of 1952 Mr. Eisenhower said: 
“Everybody knows about dishwashing, and this is ridiculous”, or 
somethink to that effect. 

And that bulletin has been discontinued. But my point is that 
nobody apparently has gone through the bulletin list since then. They 
have cut out dishwashing, but they still have a lot of things. Maybe 
they are all right, but somehow people do not seem to get down to the 
low places and make the cuts. 

Here is one farm bulletin item I notice: Preventing Cracks in New 
Wood Floors. I do not know how important that is. It may be of 
some importance to some people. 

Mr. Manon. Another one here is: Ways To Cook Rabbit. Down 
in the dry areas of the Southwest maybe we will need more than one. 

Here is another item we are spending money to publish: Recipes 
for Evaporated Apple Rings. 

I could go through many others: Buying Sweaters for the Family, 
Chiggers—How To Fight Them. 

Secret: iry Humpurey. Somebody showed me one the other day that 
had something to do with the hind leg of a grasshopper. 

Mr. Manon. Yes. This is my point, Mr. Secretary: I do not mean 
to be ridiculous, but I mean ~ say this Government is so big I cannot 
keep up with all its facets. I do not know whether anybody can 
However, what I am thinking is, you have to do some arbitrary and 
what might appear to be meatax operations in the executive branch 
if you are going to cut expenses, in my opinion. What would be your 
suggestion ? 9 

Secretary Humpurey. Well, of course you want to do things just 
as intelligently as you can. 

Mr. Manon. That is right. 

Secretary Huwrnrey. It is not very intelligent to just be arbitrary. 
Sometimes you have to be, here and there. 

I have really high hopes that with the kind of consideration which 
I know you people will give this, with the sort of developments you 
will bring out, and with the activities that we can stir up, which 
need stirring up—there is no question about it; it needs stirring up— 
somebody will be able to do somewhat better on these expenditures. 

Mr. Manon. I have had these high hopes, as you have, through these 
years, but Government. costs are skyrocketing and my hopes are getting 
a bit threadbare, and I am inclined to believe yours probably are, too. 

Mr. Scrivner. Will the gentleman yield for an observation ? 

Secretary Humpnrey. They are not quite as threadbare as that. 

Mr. Manon, Yes. 

Mr. Scrivner. I would like to make the observation that it should 
be remembered, in all this discussion, the executive branch of the 
Government cannot spend one single, solitary cent not appropriated 
by Congress. 

Mr. Manon. That is correct; and may it remain correct. 

Now, Mr. Secretary, it has been my observation that the representa- 
tives from the executive branch, whether Democratic or Republican, 
come up here and have their story so well in hand that you cannot 
outargue them. Do you find it that way? 





THE BUDGET FOR 1958 37 


Secretary Humpnrey. Well, I heard a wise man the other day who 
said that his son had just finished his freshman year in college and 
when he got back his father could not win an argument, even when 
he knew the answer. 

Mr. Manion. Yes. That is the reason I say it may be in the Congress, 
as well as in the executive branch, the only way you are going to cut 
down spending is to do like a certain farmer I know, who owns a piece 
of land and who spent more money on the land than he received in 
revenues last year. He said: “Come what may, I am not going to 
spend as much money next year in operating that farm, regardless of 
what happens.” 

I am sure all sorts of arguments could be provided as to why he 
had to spend this or that, but he just arbitrarily made a decision. 

I rather think, Mr. Secretary, if we are being frank about it, we 
have made many arbitrary decisions on these military budgets, have 
we not? 

Secretary Htumpnrey. I would hope not. I remember there was a 
time a good many years ago when Henry Ford issued an order that 
as every fifth man came in the gate he was to be returned home, and 
he reduced his force 20 percent on 1 morning. If you do things like 
that vou get a start, but you have to do an ‘awful lot of readjusting 
afterward, because it is not a very intelligent way of doing it. 


QUESTION AS TO POSSIBLE REDUCTIONS IN THE 1958 BUDGET 


Mr. Mauon. Do you think if we should make some more or less 
lump-sum-type cuts we could depend upon the executive branch to 
apply those cuts where they would be the least hurtful to the major 
objectives of the agency; or would they be applied in ways which 
would be most calculated to cripple the agency, most calculated to 
cause cudaceannced to Congress, and most calculated to produce 
grassroots discontent and arree d 

Secretary Humpnrey. No; I do not think so, Mr. Mahon. I think 
people are pretty sincere about this, and that there might be some 
people who would do some trick of that kind but, by and large, not. 
By and large, I do not think that spirit obtains through the Govern- 
ment. 

Mr. Manon. I have before me the U. S. News & World Report, 
which has just been handed to me by Mr. Sikes. This is the January 
25, 1957, issue. Apparently there is an interrogation of you Mr. 
Secretary. 

Secretary Humpurey. Unfortunately there are 3 or 4 pages of it. 

Mr. Manon. Yes. There is a question: “Where would you cut?” 

Secretary HuMrurey. I think there are a lot of places in this budget that can 
be cut. 

There you sit and here we sit, and we are anxious to know some- 
thing about it. It seems to me it should be your bounden duty to give 
us a little guidance. 

Secretary Humpnrey. Well, I want to be perfectly frank and fair 
about that, just exactly as I said to the chairman. We spent hours 
and hours and hours going over this, trying to get the best figures we 
could get, and these figures which you have are the best figures we can 
now produce. Now, I think there are a lot of places where we ought 
to be able to make some cuts. 
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Mr. Manon. Tell us one, generally. 

Secretary Humpurey. I cannot go through in detail, through this 
thing. 

Mr. Manon. Just one, Mr. Secretary. 

Secretary Humenrey. If I knew where it could be done today, I 
would do it today. You are going to have hearings. You are going 
to have people come in. You area lot ofsmart men. You may think 
of some things they have not thought of. 

Everything I have thought of, T have done. What I am saying is 
I think you are a lot of smart people : and maybe you can help a little 
if you will try, and that we ought to go on and try, every day, to get 
something done. I have no suggestion to make today. 

Mr. Rooney. Will the distinguished gentleman from Texas yield? 

Mr. Manon. Yes. 

Mr. Rooney. Mr. Secretary, is it not the fact that all the agencies go 
before the President’s Bureau of the Budget and have hearings? 

Secretary Humrenurey. That is right. 

Mr. Rooney. It is then expected that congressional appropriations 
committees will develop things which were not developed during the 
course of all these hearings, going on for a period of months before 
the Bureau of the Budget? 

Secretary Humpnrey. You may. You have another 6 months in 
which to do it. You may find some additional places very well. 
think Mr. John Taber has found some places oftentimes. 

Mr. Manon. My Humphrey, I do not want to embarrass you, and 
if I were sitting in your seat I would not be comfortable with these 
questions. 

Secretary Humpnrey. I am perfectly comfortable. 

Mr. Manon. But when you said there were a lot of places where 
there could be cuts, and you do not know any, why did you say it ? 

Secretary Humrreery. Because I believe it. 

Mr. Manon. You have faith to believe that while you do not know 
it and you could not find it—they were covered up or were not 
obvious- 

Secretary Eitategane Oh, no. 

Mr. Manon. I do not mean “covered up” — 

Secretary Humpnrey. Let me just get this cle: 

Mr. Manon. All right. 

Secretary Humpnrey. We worked for several months on it. In 
my book I do not stand still, and I hope you do not. I hope you im- 
prove a little bit as you go along. 

We worked at this for several months and we have come up with 
this answer which we are presenting today as the best of our judg- 
ment now. You are going to have 5 or more months, and I hope you 
are smarter than we are. We are going to have another 12 months. 
That is a total of about 18 months. In 18 months I hope somebody 
will have an idea where something can be done, and it ought to be 
done. 

Mr. Manon. I think the reading of the transcript as developed here 
in this interrogation will not be too enlightening to the Congress and 
the public; not as enlightening as it should be. 

Mr. Roonry. Will the distinguished gentleman yield once again ? 

Mr. Manon. Not at this point, if I may. 
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I know that there are, undoubtedly, suggested cuts made by some- 
body in the administration, probably by you in certain places. And I 
know in some cases you were outargued and those cuts were not made. 

Secretary Humpurey. No. 

Mr. Manon. All these things were not unanimously done. Could 
we find what might be some of the “soft spots,’ Mr. Secretary ? 

Secretary Humpurey. No. 

Mr. Manon. Through you ? 

Secretary Humpnrey. There is no disagreement on this final 
conclusion. 

Mr. Manon. Not on the final item, but before the conclusion was 
reached, you and I well know there were many disagreements and 
many arguments. If there were not, then there was something wrong 
with the operation. 

Secretary Humrurey. No. There are lots of arguments that start 
all the way up through the Department and come all the way through. 

Mr. Roonry. Will the distinguished gentleman now yield? 

Mr. Manon. Yes. 

Mr. Rooney. Mr. Secretary, during the course of these months of 
work you speak of, were there any reductions in the budget recom- 
mended by you and rejected by the administration ? 

Secretary Humpurey. No; I think not. 

Mr. Roonry. You did not recommend a single reduction ? 

Secretary Humprey. I do not go into the detail of every depart- 
ment. So faras the Treasury Department is concerned, I go into the 
detail of the Treasury Department. I do not go into the detail of 
every department. I have not time for that. 

Mr. Yares. Will you yield for a question ? 

Mr. Manon. I yield for a question. 


APPROPRIATION TO CIVIL SERVICE RETIREMENT FUND 


Mr. Yates. What about possible additions which may have to be 
made in the budget? For example, Mr. Mahon mentioned the road 
program. Another possibility is the civil-service retirement fwind, 
which now has a deficit of some $17 billion. In this budget the admin- 
istration struck from the budget the item which would maintain the 
deficit at its current level, rather than inc reasing it. Its action will 
result in increasing that deficit by another one-half billion dollars. 

It results in this way. There is supposed to be a contribution made 
by the Government, in addition to the contribution made by em- 
ployees, an amount to pay the costs of retirement of employees now 
working for the Government. That cost exceeds the contribution now 
being made by the employ ees and the Government. This fund, as 
of this point, has a $17 billion deficit, and yet the administration struck 
from the budget something like $523 million which should have been 
included if the deficit is not to be further increased. 

Now, should not the administration have included this item so that 
the deficit is not increased further? 

Secretary Humpurey. Well, you say a $17 billion deficit. I do 
not know what you mean by that. 

Mr. Yates. Well, the deficit is somewhere between $13 billion and 
$17 billion. Everybody agrees on that. 
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Secretary Humpurey. You can make all sorts of calculations as 
to ‘wiht at the obligations are. They keep changing all the time. I am 
not sure. 

There has never been anything quite of this scope. I am not sure 
that these calculations which were made are accurate. The change of 
a little factor will make a great difference in your answer. 

Personally, with the amount of money which is now accumulated 
in those funds, I think that we had better get a little more experience 
before we make many more changes. 


REDUCTION IN DEFICIENCY AND SUPPLEMENTAL REQUESTS 


Mr. Manon. Mr. Secretary, I should like to broach another ques- 
tion, if I may. 

Each year, as the chairman knows better than anyone else, we are 
beset with numerous deficiency requests. Is there any way whereby 
you in the executive branch, through your office or otherwise, could 
drastically reduce the number of deficiency requests that are pre 
sented to the Congress? 

Secretary Humpnrey. Just by this process that I am advocating. 
That is the only way I know of to do it. 

Deficiency requests come about largely through two things. They 
either come about through unexpected actions of the Congress or 
they come about through | some unexpected advances that have taken 
place in materials or wages, or something of that kind, or some change 
in the program which is necessitated in the middle of a program; or 
they come ‘about through some little lack of sufficient pressure to keep 
the thing down. 

T i only way that I know of to do this is: The Congress can handle 
one. I do not know how you change your programs very well. But 
the thing that I want to stop in every way we can is the changes in 
the programs, and to keep on all the pressure we can so that the little 
easy ways of doing things will be stopped. 

Mr. Manon. Mr. Secretary, as I say, I may have appeared and 
may have been a bit partisan for the purpose of pinpointing our 
problem. 

Secretary Humpnrey. I recognize that. 

Mr. Manon. And maybe a little bit sharp. But here is the thing 
that worries me: I have the utmost faith and confidence in you and 
in the belief you are giving almost 24 hours a day to your job and 
you are trying to preserve the integrity and fiscal responsibility of the 
Government. 

Secretary Humpurey. That is right. 

Mr. Manon. It seems to me the main problem, or one of the prob- 
lems, is to get that spirit which you possess down to the grassroots in 
the departments. I have never seen that exist in the Government. 
Do you have any way to do that, or any suggestion as to how that can 
be achieved ? 

Secretary Humpnrey. The only way I know how to do it is to do 
just what we are doing now. I hope that it will go not only into the 
Government; I hope it will go into the public as well. 

Mr. Manton. There is no doubt about the desirability of that. 
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Secretary Humpurey. I feel quite sure that at least this group of 
Members of Congress will try to impart the spirit they have to their 
associates. 

Mr. Manon. Mr. Evins sought to get me to yield at a point when I 
was pressing a question. 


TAX AMORTIZATION SUBSIDIES 


Mr. Evins. We are all looking for suggestions, Mr. Mahon, for 
improv ing the budget situation. I have just presented to our chair- 
man, Mr. Cannon, a copy of Senator Byrd’s recent report which pro- 
poses repealing the tax amortization subsidies to industries. By 
granting tax writeoffs to the steel and other big industries the Govern- 
ment is losing from $5 to $7 billion annually. This report stresses the 
importance of elin ninating these subsidies which are unjustified. This 
might be one way in in ‘+h we could raise the revenue. 

Secretary Humpnrey. Well, that has already been done. The thing 
which Senator Byrd be is suggested has been done by Executive order. 
It is already an accomplished fact. 

That has been going on. I started on that about 214 years ago, and 
we began cutting it down. We had it originally during the war, and 
it was justified; at least, you do not need to discuss whether it was or 
not. In war it was adopted. 

After the war I had the feeling that it was not desirable and that 
it was not justified. We started out closing out these categories where 
it was permissible, one after another, and we reduced them from, I 
believe, well over 200 down to about 17. Now, I think today it stands 
at about 11. Those 11 are things where there is a necessity for the 
particular item. Zirconium is one of them, and nickel is one. They 
are very special things, usually small metallic things required in these 
special, expensive mechanisms in defense. 

They have been limited now to only those places where the product 
is an essential defense product, very largely used for defense and not 
for common use. 

W e had a big decision to make here just a couple of weeks ago. We 
had over a billion dollars of these requests by the steel industry for 
expansion. We had held them up for over a year. The decision was 
made about a month or 6 weeks ago, or 2 months ago—whenever it 
was; a relatively short time—that they were all to be denied. 

Senator Byrd asked me if I thought a law was required, and if I 
thought it ought to be completely abolished. I said that I did not; I 
thought that if you would take these very few things to which it is 
now ‘applic able, you would see they are extremely essential defense 
items. I think perhaps there is some justification for it in those very 
few items. 

Now, it can be handled as it is handled. On the other hand, if the 
Congress thought it would be more safely guarded to change the law, 
I certainly would not oppose a change in the law. But I think you 
would come back to just about where we are now after you had given 
it study. 

Mr. Manon. Thank you very much. 

Mr. Anprews. Will the gentleman yield for a question ? 

Mr. Manon. I have finished. 
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Mr. Cannon. We have very few minutes remaining. At this time 
I recognize Mr. Sheppard, of California, and in view of the limited 
time I will ask that he be not interrupted. Mr. Sheppard. 

Mr. Suepparp. My questioning will be very brief, Mr. Secretary. 

I appreciate your presentation here this morning. I am a little 
bit disturbed about the mechanism which you are suggesting, based 
upon the time element involved, comparing ‘the administrative branch 
of the Government with the Appropr iations Committee and the Con- 
gress. In other words, you gentlemen have a full fiscal year to review 
the budget. You have brought into Government the outstanding busi- 
ness representations that are available, if my information is correct. 

Assuming that that statement is true so far, you are actually request- 
ing an additional concentration of effort upon the part of the Congress. 
I mean, insofar as the application of time is concerned as compared 
to what was exercised by the administrative branch of the Government 
in the formulation of this budget, which you have presently stated 
you think is the best budget that could be presented at this time. Is 
my assumption correct; or is it incorrect? 

‘Secretary Humpurey. That is right. 

Mr. Sueprarp. I see. In other words, to be frank about it and use 
the parlance of the street, you believe that we can take this budget 
with our tongue in our cheek and go to work on it. Is that it? 

Secretary Hone y. I do not think that is quite it; no. 

Mr. Suepparp. If it is not, then just what is it? There is a hiatus 
here some place which I should like to have you define, if I may. 

Secretary Humpurey. It is hard for me to see just what the mystery 
about this thing is. I have never been connected with anything w here 
I thought I was so perfect that I could go over it and say: “Here it is, 
and nobody can ever improve on it.” I have always felt, first, that 
there were a lot of people who could probably improve on my thinking 
about something; font they usually do. I have always thought, as 
time goes on, if I cannot think a little better a year from now than I 
do tod: ay then I am in the wrong place. I think that is just a per- 
fectly normal approach to ways of doing things; that is all. I do not 
see any catch in it anywhere. 


“MEAT AX” REDUCTIONS 


Mr. Suepparp. Of course, when you refer to the arbitrary approach 
in making reductions, which I think was mentioned by another 
member, your statement was that you were a little bit reluctant to 
apply it because you did not consider it economically well balanced. 
That was my conclusion. Is that correct ? 

Secretary Humrurey. No. The reason I would bs go through and 
cut 10 percent or something out of here all the way across the board 
is because I think you ought to do it more entelligeritly than that, if 
youcan. I believe it ought to be more intelligently done than to just 

take a meat ax and go at it. I think by a study and examination, 
considering the testimony of witnesses and all, you ought to reach a 
better conclusion than to just shut your eyes and giveita 1 slash. 

By the same token, I do not think that just because this is the budget 
you gentlemen should pass it. I do not think that just because we in 
the executive branch present it, you should say: “There is no use 
looking at it; nobody can ever improve on it.” 
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And, after you have finished appropriating, what we can do is to 
put a watch on every dollar we can spend. I do not think we ought 
to say: “Hurrah, boys; we will go out and spend every dollar they 
gave us.” 

Mr. Sueprarp. I think your assumption is correct, although I am 
under the impression that we are behind the eight ball to a certain 
degree. Every witness who is sent up here by the executive branch to 
defend its appropriation certainly defends it to the nth degree and 
never gives us a break as to what might be saved. 

Secretary Humpurey. Well 

Mr. SnHepparp. Do you not think if the executive branch would 
change its concept in that regard, we might be able to do better? 

Secretary Humpnrey. I think everybody should do everything he 
can to get this as right as we can. 

Mr. Suerparp. The witnesses are prohibited, as Mr. Whitten has 

called to my attention. They are prohibited from doing anything 
but justifying the budget as is. 

You knew that, of course, did you not? 

Secretary Humpnrey. No; I did not know that. 

Mr. Sueprarp. That is an evident fact which might be taken up 
by the executive branch of the Government and changed. 

That is all, Mr. Cannon. 

Mr. Taper. If the gentleman will yield, that is a statutory provision 
in the Budget and Accounting Act. 

Mr. Manon. They cannot exceed the budget. 

Mr. Taser. They cannot ask for anything above the budget. 

Secretary Humpnrey. That is entirely different, to say “above.” 

Mr. Suepparp. There is nothing in the statute w hich prohibits them 
from saying: “We can get along with less money. 

Mr. Taser. Not a bit; many “of them have. 

Mr. Wuirren. Each witness supports the budget, and says he has to. 

Mr. Cannon. The gentleman from Ohio, Mr. Kirwan ? 

Mr. Kirwan. No questions. 

Mr. Cannon. Mr. Norrell ? 

Mr. Nerrevt. No questions, Mr. Chairman. 

Mr. Cannon. Mr. Whitten? 





REDUCTIONS BY THE EXECUTIVE DEPARTMENTS 


Mr. Wuitren. Mr. Secretary, we all like to think we are non- 
political but the point I make is this: It is quite apparent to me what 
is involved here. All of these expenditures, presumably, are popular. 
As you point out, most Democrats support them. The people who 
elected Mr. Eisenhower recommended them, and the Democrats su 
ported them. That makes it extremely difficult to pull this budget 
down. 

If I understand your meaning correctly, you recommend we more 
or less go along with this budget, and you will watch it from day to day 
and try to cut down as you operate. Do you not think, in view of your 
experience for the last 3 or 4 years where, as you studied from day to 
day, it went up from $62 billion to $72 billion, it might be better for 
the Congress to cut this budget and let you come back for deficiencies, 
where you need them, which is the regular process, rather than having 
Congress give you a whole lot more than you presumably think you 
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need? You told us you cannot detail it, and I wonder whether you 
ean count on saving it, from the record of the last few years. 

Secretary Humpurey. As I said to the chairman, I do not think 
you ought to give us a high budget, and I do not think you ought to give 
us a very low budget. I think you can give us the best budget you 
can. The thing to do is to look this over and try to reach the right 
result, as nearly as you can. You should do it today, and give par- 
ticular attention to it, because it needs particular attention now. That 
is all we can ask. 

Mr. Wuirren. I agree thoroughly that we should look for particu- 
lar things. Personally, I am opposed to this almost $2 billion of 
economic foreign aid. I cannot see the benefits of it. I think the 
budget has left out a good many projects which would improve our 
own country, which seem to me to be sound, and are not in my imme- 
diate district. 

I agree with that, but I do want to follow up what I suggested to 
Mr. Sheppard, about which he questioned you. 


POSITION OF DEPARTMENTAL WITNESSES BEFORE THE COMMITTEE 


These witnesses who come before us in our committees are all bound 
to support the budget. 

Senator Humenrey. Let me get that straight. Are they? Is that 
right ? 

Mr. Wurrren. They are bound as representatives of the President’s 
executive department to support the budget. 

Mr. Manon. Just like you, Mr. Secretary, are doing today. 

Mr. Wuirren. In 15 years it has been the great rule before the 
committee. They support the President’s budget as being the final 
word from the Executive. 

Secretary Humpurey. I will be perfectly frank with you, gentle- 
men. If after 3 or 4 months, or 2 or 3 months, or whenever it may 
occur somebody can show me a place where it looks like work could 
be done with less money, and the Department thinks it could do it with 
less money, I will be back to talk to you about it. 

Mr. Wuirren. The departments come down here bound to the 
budget estimates, item by item, as representatives of the executive 
department. Now, if they cannot show us where we could save money, 
all right, then we have to show them, and they end up right where they 
started: “This is the President’s budget; therefore we are down here 
to justify it in the exact dollar and cents in the budget.” That is the 
procedure. 

Secretary Humpnrey. You gentlemen sound to me as though you 
imply you do not perform any function; that you just sit here and 
report to some fellows and rubber stamp it. I do not believe that. Our 
Treasury committee is not like that. 

Mr. Wuirren. I will tell you this: Maybe I am getting personal, and 
excuse me, but I notice in these hearings you sit through this testimon 
and you do not show a single instance where you have differed with 
this huge budget. You hope we can cut it, but you cannot point out 
a place where you have tried to, or one item to point to. In view 


of all your work it would seem you might have made up your mind on 
some place. 
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I would like to point out further that in the time I have been chair- 
man of a subcommittee, I have had a continuing investigation of the 
department, so that I would have some information. I have five re- 
ports on my desk now, so I will have some information other than what 
the executive department tells me. 

But I would repeat: If you will listen the executive department will 
come before us and fail to point out a single place where we can save 
a dollar. I may say in doing that they w will be following your lead. 

I want to join with these others in saying nice things that have been 
said about you. Every ne will be following your own lead. 

Secretary Humpnrey. I do not think it is unnatural, after I have 
done the best I can, to come to you people and ask for some help. I 
do not think there is anything very unnatural about that, and I think 
that is true of the rest. 

Mr. Rooney. Mr. Chairman, will the distinguished gentleman from 
Mississippi yield ? 

Mr. Wurrren. I yield to the gentleman. 

Mr. Roonry. Mr. Secretary, I think members on both sides of the 
House Committee on Appropriations would agree that invariably 
the Government agencies resist and then appeal to the other body 
every cut in amount made by this House Appropriations Committee 
That is common practice. 

Is the Secretary familiar with that fact? 

Secretary Humrenrey. Oh, yes. I know a good many cases where it 
has been done. 

Mr. Cannon. We shall adjourn now until 2 o’clock this afternoon, 
and in utter self-defense and in defense of the gentleman here I shall 
at this time make a brief statement to the press as to the highlights 
of the Secretary’s testimony. 

The committee stands adjourned until 2 o’clock. We will resume at 
2 o’clock. 

AFTERNOON SESSION 


Mr. Cannon. We have with us Mr. Humphrey, the Secretary of the 
Treasury. We will resume the hearing. Mr. Andrews is recognized. 


SALES AND REDEMPTIONS OF SAVINGS BONDS 


Mr. Anprews. Mr. Secretary, do you use the income derived from 
the sale of savings bonds as current income ? 

Secretary Humpnrey. It is cash, not income. When you sell 
bond, you do not get income; you get cash. 

Mr. Anprews. [ have noticed for the last 6 months the trend has 
been that more bonds have been redeemed than sold. Have you taken 
that into consideration in connection with this budget ? 

Secretary Humpnrey. Yes. I hope that that trend is not going to 
continue. For 2 years our sales were exceeding our cashings. When 
we first came the cashings were considerably in excess of the sales. 
Then the matter was reversed and the sales went up over the cashings. 
Now just very recently, with the higher interest rates elsewhere, and 
principally I ‘think because there has been a great deal of talk of “Are 
you going to do something about it,” the purchasing has slowed down 
somewh: at, naturally. 
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We have been giving very, very serious consideration to whether or 
not any adjustment in the savings bonds might be made. It is very 
difficult thing todo. I think we have about 40 million people that own 
about $41 billion of these bonds. Now, if we make a change, a radical 
change in these bonds, you affect all of the people. You have to be 
perfectly fair and sure to treat fairly all of the people who have 
previously bought the bonds and be careful with what you do with 
these. We have been urged in some quarters to make some increase in 
them; we have been ur ged in some quarters not to make any increase 
in them. The princip: al problem about them relates only to the first 
2 or 3 years. You will recall that you have to hold your bonds about 
5 years before you get up to 214 percent, and then it goes on up to 3 
percent. With the increase in rates at banks and particularly saving 
and loan associations, people are questioning whether or not they 
ought to put their money in savings bonds with this period of low 
return rather than putting it into banks or savings and loan 
associations. 

Mr. Anprews. Do you not think, as a matter of fact, that the low 
interest rate paid on bonds up to, or through the 5 or 6 year period, is 
responsible for the lag in the sale of them ? 

Secretary Humepnrey. I do not know——— 

Mr. Anprews. If you take into consideration savings banks, most 
of them are paying 3 percent interest. Many building and loan 
associations are paying 314 and 4 percent, and in order for a man 
to get 3 percent on a savings bond he must hold it for 10 years. 

Secretary Humrnrey. To get his full 3 percent, that is correct. 
But it is the first 2 or 3 years where the great disparity occurs. 

Mr. Anvrews. If you increase the interest on those bonds, do you 
plan to increase the interest on only the new bonds, or the bonds that 
are in existence today ? 

Secretary Humpnrey. I am sorry that I cannot tell you. We have 
a lot of studies going on this. We have innumerable suggestions about 
it. We have reams ‘of figures on it and we are trying to make up our 
minds what is the right, ‘fair, decent thing to do. 

As you know, this ‘bond is a peculiar instrument. This bond, when 
you stop to think about it, is the highest security in the world; it is 
the best security in the world. It has no fluctuation in value. You 
can turn it in for a dollar at any time you want. It is the only instru- 
ment of its kind I know of. We have bonds that pay higher interest 
than these bonds, but when you have to sell them, you may get 93 
for them, or 92, or some other figure. Here are bonds that you can 
lay on the counter and get 100 percent for them. They are designed 
particularly for people who do not study money markets; who do not 
want to gamble; who do not. want to be subject to fluctuations in 
markets, and all that. These are designed for people who want to 
save some money; they want to be as safe as they possibly can be with 
regard to the return on their money, and they want to be able to 
get their money in case of necessity, cash on the barrelhead whenever 
they need it, and in the meantime they get a fair rate of interest. 

Now, with all the advtantages these bonds offer, if it were not for 
the low rates in the first few years, there would be no question in my 
mind there should be nochange. These low rates in the first few years 
bother me somewhat and I just do not know what to do. I am sorry, 
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but I cannot tell you until we get a little further on. I hope in a few 
days to be able to make an announcement as to exactly what we will 
or will not do. I think the matter of uncertainty as to whether we 
will or will not, and all the newspaper speculation and the gossip and 
so forth are the things that are interfering with sales much more than 
the rate itself. 

Mr. Anprews. The trend in sales has definitely been downward for 
the past 6 months? 

Secretary Humenrey. I do not know whether it is 6 months or not. 
Let me take a look. Let me read you the sales here. Let us take the 
whole of 1955. In the whole calendar year of 1955 we sold $4,192 
million. We are talking about E bonds. 

Mr. Anprews. I understand. 

Secretary Humpurey. In the whole of 1956 we sold $4,142 million. 
In other words, there is a difference of $50 million out of $4 billion, 
which is nothing. 

Mr. Anprews. Do you have the figures there indicating the amount 
cashed during those years? 

Secretary Humrpurey. Yes. These are just E bonds. I will give 
you two figures. I will give you the amount and the net. 

Mr. Anprews. What do you mean by “the net” ? 

Secretary Humeurey. The difference. 

In the calendar year 1955 it was $4,572 million with net redemptions 
for the year of $381 million. 

In the calendar year 1956 it was $4,689 million with net redemptions 
for the year of $547 million. There is not very much difference, as 
you can see, 

Mr. Anprews. So, in 1955 there was $381 million more bonds 
-ashed than sold, and $547 million more cashed than sold in 1956? 

Secretary Humenrey. That is right. 

Mr. Anprews. So the trend has been down for the last 12 months? 

Secretary Humpnrey. That is right. 

Mr. Anprews. What effect will it have on your budget if this 
trend continues ? 

Secretary Humpnrey. Well, you see, so far as the people are con- 
cerned; so far as the public is concerned, those bonds increased over 
$1 billion in value during that same period because of the acerued 
interest. In other words, in spite of the net increase in redemptions 
your accruals are going up all the time, so for every year the value of 
the total bonds outstanding keeps going on. 

Mr. Anprews. I understand that, but the Federal Treasury suffers 
from the deficit. 

Secretary Humpnrey. That is right. 

Mr. Anprews. What effect will this trend have if it continues on the 
budget that is before us today? You use this money as cash; do you 
not ¢ 

Secretary Humpurey. This has no effect on the budget at all. In 
other words, this is just a means of raising money. This does not 
go in and out of your income account. If we do not sell this kind 
of bond we will sell another kind of bond. This has nothing to do 
with your budget figures. 

Mr. Anprews. If you increase your interest rate on these bonds that 
will add to the cost of funding your debt. 


87404—-57—_—_-4 
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Secretary Humpurey. If we change the interest rate and increase 
it that would be a budget change, but that is the only budget change 
that would be involved. The bonds themselves have nothing what- 
ever to do with the budget, whether they go up or down. That has 
no effect on the budget. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Jonas. Mr. Chairman, I want to be sure that the record is 
clear about a comment the Secretary made in response to a question 
asked by the gentleman from Alabama, Mr. Andrews concerning the 
difference between redemption figures for bonds and new sales. 

You gave the figure for 1955 as $318 million, as I recall. 

Secretary Humpurey. $381 million. I must have transposed the 
figure. 

Mr. Jonas. Is that the figure for redemptions that year ? 

Secretary Humpnurey. That is the net loss. 

Mr. Jonas. What did that include? 

Secretary Humpurey. E bonds only. 

Mr. Jonas. In compiling that net difference, did you take into con- 
sideration the increased interest that you paid? 

Secretary Humpurey. No, sir. There is an increase in the value 
of bonds outstanding because of the accruals during the year. 

Mr. Jonas. But with regard to the figure for redemptions, you 
took into consideration the original sales price? 

Secretary Humenrey. That is right. 

Mr. Jonas. And compared that with the original sales price of the 
new bonds sold that year? 

Secretary Humpurey. No. Let us get this perfectly straight. The 
sale figure is the money we received for the bonds we sold. The re- 
demption figure is the money that we paid out for the bonds that were 
redeemed including the appreciation in those bonds of their cash value 
at the time. 

Mr. Jonas. I think the record ought to be clear. Someone might 
be under a misapprehension or draw the wrong conclusion. 

Secretary Humpurey. This covers the appreciation of those bonds 
which were redeemed, but it does not cover an additional amount of 
appreciation in bonds that are not redeemed, so there are gains in two 
ways. 

Mr. Rooney. Will the gentleman yield? 

Mr. Jonas. I yield. 

Mr. Rooney. Mr. Secretary, did it appear from the testimony in 
answer to the questions of Mr. Andrews that the public who bought 
bonds lost as a result of redeeming them ? 

Secretary Humepurey. Oh, no. The public gained on it. The 
public does not lose dollars, they gain dollars on redemption. 

Mr. Jonas. The use of the word “loss” referred to a net loss we 
were sustaining in our position. We were redeeming more bonds than 
we were selling. 

Secretary Humpurey. We were talking about money out of the 
Treasury. 

Mr. Taner. Your examination showed that was.not correct if you 
vunsider the interest figure? 

Secretary Humpnurey. If you consider the interest. In other words, 
we did not lose in principal, we lost in interest. 
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Mr. Jonas. Mr. Chairman, may I suggest to the Secretary, in order 
to clarify this, when he reads this transcript that he insert the gross 
amount we received from the sale of bonds in 1955 and 1956 and com- 
pare that with the original cost of the bonds when redeemed in those 
2 years? 

Secretary Humpurey. We will do that, and we will show the amount 
of interest that was paid in the meantime on the bonds that were 
redeemed. 

Mr. Jonas. There is one other point that I would like to clarify 
for the record, Mr. Secretary.’ 

Secretary Humpurey. May I, Mr. Chairman, just present that 
exhibit as a part of the record? 

Mr. Cannon. It will be included in the record at this point. 

(The matter referred to follows :) 
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Mr. Cannon. Mr. Rooney? 

Mr. Rooney. I have no questions at this particular time, Mr. 
‘Chairman. 

Mr. Cannon. Mr. Gary. 


MANAGEMENT COMMITTEES 


Mr. Gary. Mr. Secretary, I want to assure you that I entertain the 
same high regard for you that others have expressed here today. I 
want to say, moreover, In my judgment you have the most economically 
operated department in the entire Government. Moreover, I can 
understand what you have in mind when you talk of the executive 
branch of the Government considering this budget from time to time 
and making reductions in the future, because | know you have in your 
department a management committee that is working constantly to 
improve methods and effect economies. That. committee was estab- 
lished by Mr. Snyder when he was Secretary of the Treasury, and you 
have continued it since you have been in office. It has done a magnifi- 
cent job. 

I wonder if there are any other departments of the Government that 
have established similar management committees that are doing the 
same thing. 

Secretary Humpurey. Mr. Gary, I cannot tell you; I am sorry. 
I really do not know. I can recommend it to them highly, if they 
have not. 

Mr. Gary. It has worked so successfully in your department, and 
you have worked out so many improved methods and economies that 
{ very much hope that the policy will spread to other departments, 
because I think it would have a very salutary effect. 

Now, with respect to the budget, if Tam not mistaken, it is the high- 
est peacetime budget in the history of the Nation; is that not correct? 

Secretary Humpurery. I believe that is correct. 


GOVERN MENT EXPENDITURES, 1954-58 


Mr. Gary. I have here a table showing the expenditures for the 6 
highest years in our history and the 6 highest budget requests, and it 
appears froin this table that under this budget we will have the fourth 
highest expenditures for any year in the history of the Nation, and 
in the order of budget requests the sixth highest budget request. I 
would like to put this table in the record. 
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(The table referred to is as follows:) 


If President Eisenhower’s request is granted, and the funds he requests are 
spent, this will be the highest peacetime budget expenditure in the Nation’s 
history. 


In order of spending 








Amount (in| Remarks 
billions) | 
1. Fiscal 1945_- eine $98.4 | World War II. 
2. Fiscal 1944_- 95.1 |} Do. 
3. Fiscal 1953_____- > | 74.3 | Korea. 
4. Fiscal 1958 171.8 Budget request, peace. 
5. Fiscal 1954 67.8 | Demobilizing after Korea. 
6. Fiscal 1946_- 60.4 | Included last several months, W orld 
War ll 
In order of budget request 
Amount (in Remarks 
billions) 
1. Fiseal 1944 | $104.1 | 
2. Fiscal 1945 98.0 
3. Fiscal 1953 | 85.4 | 
4. Fiscal 1946 82.5 
5. Fiscal 1954_- | 77.9 | Figure submitted by Mr. Truman be- 
fore Korean truce, which occurre 
before spending started; ended up at 
67.8 
6. Fiscal] 1958_-__--.- , : ; 71.8 
1 Not including highway trust funds as follows: Estimated actual expenditures, $1,800,000,000; author- 


ized expenditures, $3,000,000,000. 


Mr. Gary. This budget is spoken of as a $72 billion budget. As a 
matter of fact, prior to this year, the road expenditures were all in- 
cluded in the budget? 

Secretary Humpurey. That is right. 

Mr. Gary. And consequently, for comparative purposes, with fiscal 
years prior to the current fiscal year, you would have to include the 
road expenditures. The contract authorizations for roads requested 
in this budget is $3 billion, so instead of the budget being a $72 billion 
budget, it is in fact, for comparative purposes, a $75 billion budget. 

Mr. Cannon. Will the gentleman yield ? 

Mr. Gary. Yes. 

Mr. Cannon. If all the trust funds are included and all Govern- 
ment expenditures included, it is an $83 billion budget. 

Mr. Gary. But they have not been included heretofore, Mr. Chair- 
man, and the roads have, and consequently I am trying to get a proper 
comparison with previous budgets. 

In previous budgets the road expenditures have been included. In 
this budget they are not. So if you will simply include what we have 
had in previous budgets, this is a $75 billion budget. 

Secretary Humpnurey. Mr. Gary, I would like to check that a bit. 
I have in mind that it was $1.5 billion for highways. 

Mr. Gary. That is expenditures, 

Secretary Humpurey. You are talking about authority? 

Mr. Gary. About the requests for authority, and that is what is in 
your budget. Your budget request is really for $3 billion. 

Secretary Humpnney. I was thinking of expenditures. 
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Mr. Gary. You are absolutely correct, the road expenditures esti- 
mated for 1958 are $1.8 billion and in 1957 they were $1.2 billion, 
but you have requested authority for the expenditure of $3 billion, 
— h is the budget figure, not the expenditure figure, and that is the 

ason I think, as I just stated, your expenditures from this budget 
Ww wil put it as the fourth largest in expenditures. 

Secretary Humpurey. The expenditures, as I recall, are up about 
$500 million on account of the roads over this year. 

Mr. Gary. The expenditures for 1958 are estimated at $71.8 billion, 
and that compares with $98.4 billion in 1945, which was in the middle 
of World War II; $95.1 billion in 1944, World War IT; $74.3 bil- 
lion in 1953, during the Korean war, and then this comes in as the 
fourth largest budget. Even in 1954 it was $67.8 billion, and in 
1946, $60.4 billion. 

Mr. Manon. Did you develop what this expenditure of the budget 
was, including the roads? I do not think you got the figure in the 
record. 

Mr. Gary. $71.8 billion. 

Mr. Manon. Including roads? 

Mr. Gary. But the request is $75 billion. 

Secretary Humepnrey. I think there is an error there. It is $71.8 
billion without the roads, and you add about $1.6 billion or $1.7 bil- 
lion to make it about $73.5 billion, as I recall, with the roads in. 

Mr. Gary. I beg your pardon. I am wrong. It is $73.6 billion 
with the road expenditures included. I was looking at the wrong 
table. 

Secretary Humpurey. But the increase in roads, the comparative 
figure, is only up about $ $500 million. 

Mr. Gary. It is $73.6 billion with the road expenditures included. 


RECEIPTS AND EXPENDITURES, 1936-58 


I have another table here which shows the net receipts and expendi- 
tures for certain years, particularly the year 1936, which was the 
highest peacetime budget prior to World War II, 1940, which was 
the beginning of preparedness, 1945, 1948, and then from 1953 
through 1958. 

Secretary Humpnrey. You make me wish that I had been Secre 
tary of the Treasury then. 

Mr. Gary. I ask that this table be inserted in the record. 
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(The table referred to is as follows:) 


Comparison of expenditures, fiscal years 1953-58 (and selected prior years) 


{In billions] 


| Net expenditures 
Surplus (+) 


Fiscal year (and basis for choice) | Net | | or 
receipts Major | } deficit (—) 
| national | Other |} Total 
security | 
| 

1936 (highest peacetime expenditure prior | 
World War II) $4.1 $1.1 $7.4 | $8. 5 —$4.4 
1940 (begin war preparedness) 5.1 1.9 | 7.3 9.1 3.9 
1945 (peak war expenditure) 44.5 90. 0 8.4 98. 4 —53.9 

1948 (low point between World War II 

and Korea)-_--- 41.5 13.4 19.7 33.1 +8. 4 
19°3 64.8 50. 6 23.7 | 74.3 ~9.4 
1954 64.7 46.9 20.9 67.8 3.1 
1955 60.4 40. 6 24.0 64.6 —4,2 
1956__ - 68. 1 40.6 25.9 66. 5 +1.6 
1957 | 172.2 41.0 29.1 170.1 =) 
1958 _ 175.8 43.3 30.3 173.6 +2.2 


1 Includes highway trust fund as follows: Receipts, 1957, $1.5; 1958, $2.2. Expenditures, 1957, 1.2; 1958, 1.8 
Major national security equals: (1) Direction and coordination of defense; (2) Air Force; (3) Army 


(4) Navy; (5) Other central defense; (5) Development and control of atomic energy; (7) Defense production 
expansion; and (8) Military portions of mutual-security program, 


Mr. Taper. Would the gentleman yield there? As I understand 
it, the tax receipts that are applicable to this roadbuilding business 
are included in the general tax receipts. 

But these receipts are monthly turned over to the fund, and not 
reported as budget receipts. 

Mr. Gary. That is right. 

Secretary Humeurey. That is right. 

Mr. Gary. I am glad that the gentleman from New York men- 
tioned that fact because I had overlooked one other point that I 
wanted to inquire about. This budget contemplates a surplus of 
$1.8 billion at the end of fiscal year 1958. Is it not true that is predi- 
cated upon the supposition that the Congress will enact the postal 
rate increase, which is estimated to bring in approximately $650 
million ? 

Secretary Humpurey. It has more suppositions than that. It con- 
templates the Congress will not cut any taxes. It contemplates that 
the Congress will “do all of those things which are proposed to be 
done by the Congress in the budget, and then it does one other thing 
which is highly “important and which I would like to recommend 
for your consideration, it presupposes that the Congress will be 
sufficiently economy-minded that it will not pass any other legislation 
involving the expenditure cf money, other bills that are constantly 
brought “to Congress and proposed to Congress for spending other 
money, so we assume that this is really going to be a good Congress. 

Mr. Gary. Does the budget include the school construction 
program ? 

Secretary Humpurey. For this year, yes. 

Mr. Gary. If the C ongress does not increase the postal rates, then 
we can cut $650 million off your surplus? 

Secretary Humpnrey. I would not make any such supposition. I 
am supposing the Congress will pass it. 
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Mr. Gary. The surplus is based on that supposition ¢ 

Secretary Humpnurey. That is correct. 

Mr. Gary. With reference to the table that I spoke of a few minutes 
ago, and which has been inserted in the record, it breaks down the 

receipts and expenditures and separates the national security expendi- 
tures from the other expenditures, and it appears from this table that 
in 1936, which was the highest peacetime expenditure prior to World 
War II, we spent $1.1 billion for national security. That item in 
the present budget is $43.3 billion. 

Secretary HumpHrey. What was the first figure that you gave me? 

Mr. Gary. $1.1 billion. 

Secretary Humpurey. What year was that? 

Mr. Gary. 1936. That was not so long ago, just before World 
War II. The total security budget was $1.1 billion. 

sut here is the thing that startled me. The other than national 
security figure at that time amounted to $7.4 billion, which made a 
total budget of $8.5 billion. 

In 1940 those other expenditures amounted to only $7.3 billion, 
which was down slightly from 1936. 

In 1945 at the peak of the war they were only $8.4 billion, but now 
in this budget they amount to $30.3 billion, so we have tremendous sly 
increased in this budget not only the defense expenditures, but also 
the expenditures other than security and defense. 

Secretary Humpnrey. Of course, that is a process that has been 
going on over a period of years. I think also in properly considering 
them vou should take into consideration to some extent the tremendous 
increase in the size of the country and the population. If you would 
go back and take the population figure in 1936—and I do not remem- 
ber what the figures were—you would find that they were very much 
smaller. I think the money has gone up out of proportion to the 
population; nevertheless, the popul: ition has gone up greatly during 
that same period. 

Mr. Gary. It has been stepped up approximately $7 billion since 
1953. In 1953 it was $23.7 billion; it was $21.3 billion in 1954; in 
1955 it went to $24 billion; in 1956 it went to $25.8 billion: in 1957 
to $29.1 billion, and in 1958 to $30.3 billion. 

Secretary Humpnurey. You are talking about nonsecurity now ? 

Mr. Gary. Nonsecurity. 

Secretary Humpnrey. You get different combinations depending on 
what you put in and out. It is a little difficult for me to follow you. 
I assume those figures are correct. 


PUBLIC DEBT STATISTICS, 1945-58 


Mr. Gary. Then I have a third table here, which shows the total 
debt outstanding and the interest-bearing public debt, the computed 
interest rate and the interest on the public debt from 1945 to 1958 
from which it appears that the total outstanding indebtedness has gone 
up since 1945 from $258,682 millionto $269,200 million, and the interest 
payments have gone up from $3,617 million to $7,300 million. The 
computed interest rate has risen during that time from $1.936—and 
it is not available for 1958—but it rose to $2.576 in 1956. I wish to 
insert this table in the record at this time. 
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(The table referred to is as follows:) 


Public debt statistics, fiscal years 1945-58 


{In millions, except interest in percent] 


Total debt | Interest- | Computed | Interest on 





outstand- bearing | interest | the public 
ing | publie | rate | debt 
debt | 
Fiscal year: 
1945 1. 936 $3, 617 
1946 1. 996 4,722 
1947 2.107 4.958 
1948 2. 182 5, 211 
1949 2. 23 339 
1950 2. 200 5, 750 
1951 2. 271 5, 613 
1952 2. 329 5, B59 
1953 2. 438 6, 504 
1954 | 2. 342 fi, 382 
1955 2.351 | 6, 370 
1956 2.576 6, 787 
1957 estimate 270, 600 (: ( 7, 200 
1958 estimate 269, 200 | (1) ( 7, 300 
October 1956 _ - - 275,283 | 272,720 2. 680 (1) 


1 Not available or not applicable. 


Secretary Humpnrey. Of course, I think you might want to also 
give a little thought in these comparisons to the fact that during that 
15-year period the value of your dollar was cut in half, which quite 
changed your expenditure requirements. In other words, the dollar 
18 years ago, 14 years before we came in, was worth only 52 cents when 
we got here. It is 50 cents, or about that now, so there has been quite 
« change over that period of time in what a dollar would buy. 

There is another adjustment you must make if you try to get a true 
picture of what these figures show. 

Mr. Gary. I have just one other question. 

Secretary Humpurey. That, of course, occurred during the time 
of pegged interest rates. Pegged interest rates had a large effect on 
the change in the dollar. 


INVESTMENT VALUE OF SAVINGS BONDS 


Mr. Gary. With reference to Mr. Andrews’ question a few moments 
ago about the sale of bonds, there recently appeared, as I understand 
it—and I have not read the article—an article in one of the leading 
magazines of the Nation that states that United States Government 
bonds are very bad investments. Our newspaper picked it up and 
commented on it. I think probably it has had some effect on the 
sale of Government bonds, and I am wondering if it would not be 
a good idea to get somebody to write an article pointing out the facts 
you just mentioned a few moments ago to counteract the effect of that 
article. 

Secretary Humpurey. Because of its sensational character it was 
widely quoted. But I think it is pretty well spent. Perhaps if we were 
to pick it up now all we would do would be to further emphasize 
perfectly unjustified statements. 

Mr. Gary. I did not mean to answer specifically, but my idea was 
to put out a counterarticle that would show the advantage of these 
bonds so that it might get some publicity. This article was given 
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considerable publicity in my section because newspapers played it 
up. 

Secretary Humpnurey. Yes. 

Mr. Gary. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Sikes. 


DISCUSSION OF REDUCTIONS TO BE MADE IN THE BUDGET 


Mr. Sires. Mr. Secretary, the news services at noon quoted the 
President as saying at his press conference this morning that he agreed 
with you that Federal spending should be cut, if possible. It further 
quotes him as saying, “It takes many months to prepare a budget, and 
the figures submitted to the C ongress are only estimates.” 

Then the President went on to say, “Tf Congress can cut the proposed 
spending it has a duty to do so.’ 

Secretary Humpnrey. It sounds almost as though he had been here 
this morning. 

Mr. Stes. Yes; and I am wondering, Mr. Sec retary, if you have 
any information from the President as to where and in what par- 
ticular field these cuts can be made, We would like to have some- 
thing specific to go on. I do not want to belabor this. You have been 
over it several times, but it is disappointing, Mr. Secretary, with your 
vreat wisdom, that you are giving us only generalities. 

Now, with the President’s s backing, can you not give us more definite 

ideas about. where we should cut the budget ? 

Secretary Humpurey. I think if the President were here he would 
tell you just about what I have told you. Again, I apologize for seem- 
ing to be making a crude remark, but I think you are just asking us 
to doa part of your work. 

Mr. Stxes. Mr. Secretary, you are fresh from a 6 months’ study of 
this budget. 

Secretary Humpurey. Yes. 

Mr. Srxes. We are just beginning. We are assuming that you 
learned something in those 6 months that you can pass on to us that 
will be beneficial to us in our work. I would hope after 6 months’ 
study you can give us specific places where we can provide savings, 
ind that you w ill give us that information. 

Secretary Humeurey. I wish we could. I think that I have said 
as definitely as I can this is the result of our 6 months’ work and this 
is what we have come up with. Now, as I said this morning, we are 
asking you people for help. We want the benefit of your wisdom and 
your thinking. We want the benefit of your 4 or 5 months of investiga- 
tion to see if perhaps you can develop things that we have not thought 
of. If we had thought of them, they would be in here. 

Mr. Stxrs. We have this difficulty: Almost without exception, wit- 
nesses who appear henceforth are going to be bound to state that the 
budget that they discuss should be: supported without change. They 
will recommend the exact amount now shown without increase, with- 
out cuts. Is not the Congress to get help from the administration in 
making cuts, if the administration desires economy ? 

Secretary Humpurey. Again, apologizing if it seems wrong, you 
are just in the position Iam in. They all defend them when I talk 
to them, too. What we have to do is to try to find out by questioning 
them and going into the various items, to see what can be done. 
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Mr. Srxes. Again quoting from the interview that you gave in a 
press conference on January 16, an interview which is quoted at some 
length in the U. S. News & World Report. You say this: 

I think a lot of people will make some cuts. I think we will do so in the 
Treasury. 

Secretary Humpnurey. I do not want Mr. Gary to hear that. 

Mr. Srxes. Are you prepared to tell us that you can now make rec- 
ommendations to Congress about cuts in the Treasury ? 

Secretary Humpurey. Not yet, but I hope to be able to before we 
get through with Mr. Gary. 

Mr. Srkes. Do you mean that Mr. Gary’s subcommittee must bear 
the responsibility for suggesting cuts? 

Secretary Humrnurey. I have found Mr. Gary, over the years, has 
had a lot of good suggestions to make. 

Mr. Sixes. I am confident that you want to cooperate with Mr. 
Gary’s subcommittee in cutting down expenses wherever you can. 

Secretary Humpurry. I am very pleased to say that we have now, 
and have had ever since I have been here, the fullest cooperation with 
your committee. They have been very helpful, and they know an 
awful lot about our affairs. They study them and they know just 
about as much about a lot of our affairs as I do. They look on their 
own, and they travel around and look things over with a lot of care, 
and they make some very helpful suggestions, and they always have. 

Mr. Sixes. Mr. Secretary, must it be said that the agencies of Gov- 
ernment have not done their budget work properly; that no one can 
or will make recommendations to the Congress to show places where 
cuts can be made? Consider the statement of the President that he 
hopes cuts will be made; consider your statement that you hope cuts 
can be made. Now, is there no one in the Government who can show 
us where cuts can and should be made in the highest peacetime budget 
in history ? 

Secretary Humrurey. I do not think so. 

Mr. Sixes. How are we to get access to helpful information on this 
subject? Will you suggest people who may have the information we 
seek ? 

Secretary Humpurey. Talk to Mr. Gary. He will give you a lot 
of ideas. 

Mr. Srkes. This is not his day on the witness stand. 

Secretary Humpurey. I just do not understand where all this comes 
from. We have studied this thing, and we have come up with what we 
believe is the best we can do now. Now, we are not going to quit. We 
are not going to say we are through. We are not going to say we will 
never do another thing; that we close the book and it is off our shoul- 
ders and we are done with it. We are not going to do that. We are 
handing you our best judgment as of today. You say, “Do you make 
recommendations?” We have made the recommendations, and here 
they are. We give them to you. 

Mr. Srxes. This is ahe highest peacetime budget in history. This, 
then, is your recommendation as a budget policy for Congress to 
adopt ? 

Secretary Humpurey. That is the best we can do up to now. We 
hand that to you as our recommendation and we say, “We want your 
help, we want your study, we want to see what you can think of to 
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help in this,” and in the meantime we, ourselves, are going to keep 
working on it every day, Sundays and Holidays. It seems so simple 
to me. 

Mr. Sixes. As of this time, if there are reductions to be made in this 
extremely high budget, Congress will have to assume the responsibility 
of doing it? 

Secretary Humpurey. Not necessarily. I think we would do some 
ourselves. 


Mr. Sixes. But at the moment you do not know what the reductions 
could be? 

Secretary Humpurey. I do not today, but I have 18 months to work 
at it, and I do not suppose I will fiddle around for 18 months and not 
get anything accomplished. 

Mr. Srxes. I have great respect for you and the President, but the 
first 6 months of preparation of this budget has resulted in substantial 
increases rather than reductions in pr oposed Government spending. 

Secretary Humpurey. That is right. It could have been a lot 
higher, I suppose. 


Mr. Suerparp. And it might have been a lot lower. 
Mr. Cannon. Mr. Passman. 


EFFECT OF sae IN FOREIGN AID PROGRAM 


Mr. Passman. Mr. ( _—— and Mr. Secretary, it is my under- 
standing that the President has requested $4.2 billion for the foreign 
aid program for the fiscal year 1958. 

Secretary Humpurey. I believe that is about the figure. 

Mr. Passman. If I recall correctly, similar sums were requested for 
the fiscal years 1956 and 1957; and during those 2 years, the Congress, 
in its wisdom, reduced the President’s s request by a total of approxi- 
mately $3 billion. 

Do you know whether or not the program has been damaged as a 
result of the reductions made by the Cumann’ 

Secretary Humpnrey. I do not think : any was, and let me explain. 
Of course, I am as interested as you in appropriations. But appro- 
priations are only future estimates of expenditures that put a limit on 
the top. I am much more interested in expenditures. Now, all that 
happened with this Federal aid and what the Congress did with re- 
spect to it is this: I may be off $100 million in my figures, but I will 
not be much more than that. The year before we came here, as I 
recall it, we spent $5.2 billion in 1954. The next year I think we ’spent 
amout $4.3 billion. Then we spent about $4.2 ‘billion in fiscal year 
1956. So our expenditures have gone right along within a very small 
percentage of what they were all the time except for the first drop 
which was of a substantial amount in the first year. 

Now, that is the money we actually spent. What the Congress did 

yas this; when we came there was a backlog of between $10 billion and 
$12 billion—I have forgotten the exact figure, but somewhere in that 
area—of authorized expenditures that were ahead for future spend- 
ing. The Congress in its wisdom, and I think it was wise, said, “That 
is too much money. We will cut that down from the $4.3 billion that 

was requested to $2.5 billion,” and you did it. And what happened 
was that the backlog dropped down some amount. 
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Then you came along to the next year and you said, “The backlog 
still looks pretty high and we will cut that $2.6.” And then the back- 
log dropped down “until there was just about a year and a half’s 
backlog over and above the expenditures. but the expenditures went 
right along about the same, so we came in last year and had to have 
approximately the appropriation that made it equal to the amount we 
were going to spend because the backlog had been so reduced, and 
that is about where we came out. It was reduced somewhat, and the 
backlog still furtlier was reduced somewhat, so we now have the back- 
log down to a very close working balance over and above the antici- 
pated expenditures. Do you see what I mean? 

Mr. Passman. Yes, I comprehend your meaning. 

Secretary Humpurey. It did not affect us, affect our spending, but 
very little. I think it did bring our backlog down, and I think it is 
a very wholesome thing to have those backlogs brought within as 
reasonable a position as they can be. 

Mr. Passman. The witnesses were in complete disagreement with 
the legislative committee as well as with the Appropriations Com- 
mittee. According to their assertions, we were going to destroy the 
program if we failed to go along with the adiministration’s request. for 
these appropriations for the 2 fiscal years to which I have referred. 

Secretary Humpnrey. If you had kept it up long enough you would 
have. As long as the backlog could absorb it, it did not make any 
particular difference in the program, because we spent just about the 
same amount of money all the time. 

Mr. Passman. I wonder why they did not take the facts into more 
careful consideration before asking for these extremely large appro- 
priations. 

Secretary Humpnrey. Well, I was not there. I do not know. 

Mr. Passwan. That is all. 

Secretary Humpnurey. You see what I mean? 

Mr. Passman. I understand. 


EFFECT OF HIGH INTEREST RATES 


Mr. Cannon. Mr. Rabaut. 

Mr. Razaurt. Mr. Secretary, would you tell the committee what your 
opinion is as to the effect of the high interest rates on the economy of 
the country ? 

Secretary Humenurey. Yes; I will be very glad to. The increase in 
interest rates has 2 or 3 important effects. When you get into a pe- 
riod where people are very largely employed, and w here 1 materials are 
largely being used, and in fact there are some shortages in some lines, 
there has to be some sort of a governor on the enthusiasm that people 
have to go forward, or people get bidding against each other both for 
people and for santeninks and it pushes the prices up. You don’t get 
any more goods, you don’t get any more value, you just pay more for 
what you get. That is inflationary, it is a price inflation that in- 
creases the cost of livi ing with no compensating offset. 

As interest rates are increased it means that the people who are 
spending this money and who are seeking to employ people and to buy 
goods are less inclined to compete and shove the prices of those things 
up because the cost of getting their money has gone up, so they are 
more inclined to say, “Well, I guess we better postpone a little bit and 
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ease off and not go in and just. shove the price up and pay any old price 
regardless of what it may be.” 

That is a healthy thing for the economy because it helps to spread 
out the period of high activity, it helps to keep it going, and it helps 
to hold the price level and the cost living steady, and interest rates do 
that. 

One other thing that they do that is very important. In this 
country a man can no longer get a job and earn the very high wages, 
the very high earnings that people make in America today, which they 
ought to make and we want to make and continue to make, unless he 
has the benefit of a large investment that is made back of his personal 
efforts. He has power to work with, he has tools to work with, he 
has transportation to get his goods to market, he has all of the things 
that we have in our modern economy to help him get value out of what 
he does and to help him do more with his two hands than you can do 
just with your two hands with no assistance, with no power, no tools, 
none of those things. 

In order to get that capital, to let that man earn more, to earn these 
high wages because his productivity has increased so, you have to 
he i capital invested. 

Capital comes from just one place. Capital comes from savings. 
Somebody has to save some money or you don’t have the capital, and if 
you don’t have the capital sooner or later you won’t have the jobs, or 
as good jobs. 

What an increase in interest rate does is this: It makes it a little 
more worth your while to say, “Instead of spending this dollar today 
I will save this dollar today. I will spend this dollar, but I will save 
this one.” 

If you get a little more rent for your money and it is in prospect, 
you have a little more incentive to save that extra dollar, and then 
you have that dollar to invest to help to buy tools to give another man 
a job, 

We need capital in America. We need it badly. The whole world 
is short of capital. That is one of the hard things to get, and that 
is one of the things why, in a lot of these backward countries we talk 
about, all a man there has to work with is a couple of hands. You can’t 
do too much with just your hands. You have to have a lot back of 
those hands if you are really going to get results and highly increase 
your productivity. 

Capital permits you to do that, and that little higher rent induces 
that, and the only thing you have to watch out for, and it works both 
ways, it helps curtail the rise in prices; it also helps to induce the 

saving of money, and if you are going to induce the saving of money 
you can’t just do it by payment of a little more rent, but you also have 
to be pretty sure that you are not going to have an inflationary trend 
so that if you save a dollar today it will be worth only 50 cents tomor- 
row, so you want to hold your price level down, you want to pay a 
little more rent for your money, it will give you more capital and it 
will make you more and better jobs. 

Mr. Ranaut. Have savings increased in the United States? 

Secretary Humpnrey. Yes, they are increasing. 

Mr. Rasavt. Is the cost of living increasing too? 

Secretary Humpnrey. It has a little. 
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Mr. Rasavr. It has not proven so beneficial as far as cost of living 
is concerned ? 

Secretary Humrnrey. The cost of living very fortunately has al- 
most kept even for about 4 years. Within the last few months these 
pressures to pay more wages to get more people to pay more for goods, 
for increasing prices along the line, those pressures have somewhat 
pushed on and raised the cost of living, and it has gone up a few cents, 
but it is only a little that it has moved even now, and that is one of the 
things than concerns me. That is one of the reasons I am here today, 
it is one of the reasons I have taken this position—it is because I think 
we have to be awfully careful to try not to have these inflationary 

yressures push this cost of living up to where we have the cost of 
i ving moving up and we begin to stop savings. 

Mr. Rasavut. When we follow a commodity, for instance, from its 
source—with the general trend of American business, which always is 
doing some business with banks or loan companies of some kind in 
the handling of its commodities—how much do you figure this increase 
in interest rates has added to the price of some of these commodities 
before they finally get to the consumer ? 

Secretary Humpurey. Well, it has added a little but not much. 
You see, if you have an increase of 1 percent or 114 percent in the cost 
of borrowed money, by the time you get that around into the cost of 
goods it isa relatively very small item. 

Mr. Rapaur. This increase has been done as an anti-inflationary 
measure ¢ 

Secretary Humpnrey. Yes. 

Mr. Rasaut. How efficient has it been to a certain segment of our 
people? 

Secretary Humpnurey. I think the whole American public has 
greatly benefited if we can avoid inflation. I think inflation is almost 
as great a threat as the Russians. 

Mr. Ranaut. What percentage has the interest rate of the Govern- 
ment gone up within the last few years? We are the largest business 
in America. How much has it gone up? 

Secretary Humpurey. It is a very small percentage. 

Mr. Ranaut. Do you have the figures for a period of years? 

Secretary Humrurey. I believe so, yes. It 1s not a large change yet. 

Mr. Rasavut. What is the increase, for instance, in a loan made by 
one of the big industries of America today, General Motors, Ford, or 
A. T. & T? What is the relationship of the percentage between a 
loan that they make, such as the loan Chrysler made, with regard to 
what the loan rate would be for the Government ? 

Secretary Humpnrey. From 1 to 2 percent, depending upon the 
credit risk. 

Mr. Ranaut. Now? 

Secretary Humrurey. Yes, above the Government. 

Mr. Rawavt. Are you sure of that? 

Secretary Humpnrey. Your big industrial loans today are in the 


area of from 4 to 5 percent. Government loans are in the area of 
around 3 percent. 


Mr. Ragsaut. Was it so 6 months ago? 


Secretary Humpnrey. It has increased a little from 6 months but 
not much, a quarter or a half of 1 percent. 
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Mr. Rasaur. What effect will this trend have where certain sections 
of the country are sending information to other sections of the country 
where the interest rates are low, and telling them they will give them 
4 percent and the Government will guarantee your deposit up to 
$10,000. What will that do? 

Secretary Humpurey. You mean in the redistribution of deposits? 

Mr. Rasavr. Some places in certain sections of the country are 
sending notices to other sections that “We will give you 4 percent 
interest on your money with a Government guaranty on your savings.” 
They are doing nothing like that in the East or in the North now. 

Secretary Humpurey. I don’t quite know what it is you seek. 

Mr. Rasaut. There are certain banking institutions now 

Secretary Humpnrey. Soliciting deposits ? 

Mr. Ranaut. Yes, at an interest rate of 4 percent, and other sec- 
tions of the country where those rates are not paid at all. 

Secretary Humpurey. You might get some movement of money 
that way but I don’t think it would be large. You see, you have 
different kinds of savings institutions paying different rates. 

Mr. Rapavutr. There is a $10,000 Government guaranty on those 
savings. 

Secretary Humpurey. You might move maybe up to 1 percent, but 
you will not have a great movement of funds. 

Mr. Ranaut. It seems to me that while there is an ambition to cur- 
tail inflation that just one segment of the country or one segment of 
the people of the United States are getting the benefit of the money 
end of it while the whole country is striving to get a benefit from 
inflation, even to the point that our Government itself is paying a 
good deal more for its money. How much more is the Government 
paying now on its debt in the form of interest that it did, for instance, 
2 years ago? 

Secretary Humpirey. You have to look up figures when you pick 
out special dates. 

Mr. Rapavrt. Give it in a series of dates that you have there. 

Secretary Humpurey. Let me give you the computed rate of inter- 


est, percent of rate that the Gov ernment has been paying. I have it 
clear back to 1916. 


Mr. Rapavct. All right. 

Secretary Humrurey. I will just read down rapidly from 1916, the 
ae we pay on the debt and you will get a picture as I go along: 2, 37, 

3.12, 3.9, 4.17, 4.22, 4.34, 4.24, 4.21, 4.18, 4.10, 4.09. 

Mr. Rapavutr. What year? 

Secretary Humpnrey. That is 1926. 

Mr. Rasavr. All right. 

Secretary Humpurey. 3.9, 3.9, 3.9, 3.8, 3.5, 3.5, 3.3, 3.1, and that 
brings us to 1934. 

2.7, § 2.5, 2.6, 2.6, 2.6, 2.6, 2.5, 2.3, and that brings us down to 1942. 

2, 1.9, 1 ? 2, 2.10, 2.18, 2.2% a that brings us down to 1949. 


2.20, 2.97, 2.32, 2. 43, 2 .34, 2.35, 2.57, and that brings us to today. 
Mr. a AU Tr. W hat term loans are those? 


Secretary Humpurey. That is the total computed rate, average rate 
that the ¢ Government pays on all the money it borrows. 
Mr. Rasavr. That is the average rate for that period. 
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Secretary Humpnrey. For all those years. We went to a high dur- 
ing that long period of 4.34 in 1921. The low was 1.93 in 1944, and 
last year it was 2.57 and this year (December 31, 1956) it is 2.67. Two 
months ago it was 2.63 and three months ago it was 2.61. 

Here are the last years. The last year, 1956, it was 2.57; the year 
before that 2.35, and the year before that 2.34, and the year before 
that 2.44. 

Mr. Ravaut. How big were some of the loans? Do you have any 
breakdown ? 

Secretary Humpnrey. I can get them for you but I don’t happen 
to have them handy. 

Mr. Ranaut. There is quite a rise from 2 to 4 percent. 

Secretary Humpnrey. No; there is one-third of 1 percent change. 
It is a lot of money; but it is not anything that will destroy—. 

Mr. Razaut. How much was the interest in 1955 in total as com- 
pared to last year? 

Secretary Humpurey. The interest in this budget goes up. Total 
dollars we paid, and here it is, in 1955 were $6,370 ‘million. Last year 
$6,787 million. We estimate $7,200 million for this year. 

Mr. Raravr. $7 billion 2 against what ? 

Secretary Humpnurey. $6 billion 8. It isa lot of money but a small 
percentage. 

Mr. Razavt. That is all, Mr. Chairman. 


COMMENTS OF SPECIFIC BUDGET ITEMS 


Mr. Yates. Mr. Secretary, I have followed this hearing closely and 
T cannot escape the conc lusion that you are probably the most frus- 
trated person in Washington. 

Secretary Humpnrey. I hope not. 

Mr. Yates. I come to that conclusion in this way: You and the other 
members of the executive branch tell us that, as responsible people, 
you have wrestled with this budget and you cannot cut it. Now you 

say to this committee as responsible people you think this is the budget 
it out to adopt. You say, “If you adopt this budget we will wind up 
with a $1.8 billion surplus, but this requires you do nothing with 
respect to the road program.’ 

Secretary Humpurey. Oh, no. The road program is taken care of. 

Mr. Yartrs. Is the road program here? 

Secretary Huwpnrey. Sure. 

Mr. Yares. It requires that you raise postal rates by $650 million. 

Secretary Humpnrey. Just to make the Post Office pay for itself. 

Mr. Yates. If you don’t raise the postal rates the proposed surplus 
will be cut in half, I take it. Is that right? 

Secretary Humrurey. No. It will be off about a third. 

Mr. Yarers. One of the items that comes within my own subcom- 
mittee, which is independent offices, is the civil service retirement 
fund, and there is an item which requires that Congress should ap- 
propriate a sufficient amount of money to take care of the Govern- 
ment’s obligation to assure that the employees who participate in the 
civil service fund shall, when they retire, have an adequate amount 
of money on hand to take care of their retirement benefits. 








THE BUDGET FOR 1958 65 


That would require that in addition to the amount that the budget 
appropriates, an additional amount of approximately $543 million 
be appropriated so that the deficit concerning which you. ane I spoke 
this morning, there is a disagreement as to whether it is $13 billion or 
$17 billion, the existing deficit shall not be increased by cain half 
billion dollars, which is the 500-plus appropriation. If the Con- 
gress, in order to comply with that law, were to appropriate that par- 
ticular item, that would cut the proposed surplus by that amount as 
well, too, would it not? 

Secretary Humpurey. If you put that amount of money—— 

Mr. Gary. As a matter of fact, this budget does carry appropria- 
tions for that purpose. It does not—— 

Mr. Yares. No. 

Mr. Gary. Yes, it does. 

Mr. Yates. This budget carries an appropriation of an amount in 
all the departments which will be equal to the contributions made by 
the employees, but this is not adequate to take care of the Govern- 
ment’s obligation because at some time in the future when the em- 
ployees retire the amount that is being deposited by the Government 
now will not be sufficient to take care of the prospective indebtedness 
of the Government to pay for retirement benefits. 

Mr. Gary. It will not catch up the past indebtedness. 

Mr. Yates. Not past, future. ‘Past indebtedness is $17 billion. I 
will talk to the gentleman about it later. I went into it carefully. 
You have an amount of a contribution in this budget equal to the 
amount that the employees are contributing but this will not be suf- 
ficient to take care of the indebtedness of the Government to em- 
ployees now working at such time as they retire. 

Mr. Gary. Then you need a revision of the law. It is supposed to 
be on a 50-50 basis. 

Mr. Yares. It is supposed to be an amount adequate to take care of 
the employees retirement fund at such time as they retire in the future. 
I will talk to the gentleman about that later. 

Secretary Humpenrey. I will say this: I think if you will study it 
you wili find you are in error on it. I think Mr. Gary is correct. 

Mr. Yares. You are deferring to the wisdom of my colleague and 


T respect. his opinion greatly as I respect yours. I had occasion to go 
into this eee ast week, and the outcome of the survey was as I 
have described it. Any rate, if you take a look at the inde ‘pendent 


offices oparenctdiibie bill, you will see there is an item which was 
originally set up to ts ake care of this deficit which has been stricken 
from the bill. That is the amount that the Government will be in 
deficit at some time in the future when the people who are now workin 

for the Government and who are participating in the fund retire, anc 
to that extent the 13 to 17 billion dollar deficit which now exists will 
be increased. 

Mr. Gary. Do you mean the Government should put wp $500 million 
in addition to the amount that already is in the budget simply to keep 
it on a current basis? 

Mr. Yarrs. To keep it on a current basis; yes. That is what I 
understood the law required. 

But let’s return to the question of frustration, you have come to 
this committee and stated to us “Look, we have acted as responsible 
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people here. We don’t know that we can cut it at all. See what you 
can do.” 

Suppose we take the same attitude with respect to the budget that 
you have taken and we as responsible people say that “We agree with 
you, this cannot be cut anywhere.” 

Will this increase your frustration? Or do you want us to cut it? 

Secretary Humpnrey. I really don’t feel terribly frustrated to be 
perfectly frank with you, but frankly 

Mr. Yates. Would you suggest the Henry Ford approach as you 
suggested this morning? 

Secretary Humrurey. No; and I said this morning I wouldn’t 
approve of it. The other is much better. We can use a more intelligent 
approach than that. I hope Iam not wrong. I regard this coordinate 
branch as a branch which has full power and a lot of competence, and 
they are friends. When one group of friends struggles and does the 
best job they can and they ask their friends for some aid to see if they 
can help them do better, it seems to me it is a natural thing to do. 

If the friends come back and say “I am sorry, boys, we couldn’t 
do any better than you did,” I will say “That is tough. I thought 
you were smarter than that.” 

Mr. Yates. I willaccept that. I just want to say this: Historically 
the Appropriations Coenen ties has always been the friend of the 
executive branch in the respect that it has cut the budget that it has 
presented to the Congress, ‘and I assume if we cut it more than you 
expect that will increase our friendship. 

Secretary Humpurey. It is all right with me. 

Mr. Yares. I want to make one further point. Should not economy 
begin at home? I noticed in examining the budget request of the 
Treasury Department you have asked for an increase. Should not 
your agency have acted as an example for other Government depart- 
ments and at least held the line rather than have requested an increase ? 

Secretary Humpnney. I tried very hard to do that. I wasn’t suc- 
cessful, or I have not yet been. I have not given up hope. 

Mr. Surrrarp. I have a suggestion that might be of assistance to 
him later on. 


Secretary Humpurey. Thank you. That is what we are looking 
for. 





SUPPLEMENTAL ESTIMATES 


Mr. Marswati. Would you tell us how much will be requested in 
supplemental budgets ? 

Secretary Humenrey. There is no way I can do that now, no. I 
would hope we can keep them down. I certainly hope, and my ambi- 
tion would be, that there would be none. I am not bold enough to 
say that. 

Mr. Marsnaty. There are at the present time a number of bills 
propheing new programs. Can you give us the amount for this current 

ear? 
7" Secretary Humpurey. I don’t believe I can give you that, Mr. 
Marshall. I had better not answer this but I will make sure I have 
the right figure and give it to you. 

(Nore. —See p . 184.) 

Mr. M saneinlin Could you give us any idea as in what fields supple- 

mental amounts will be requested ? 
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Secretary Humrpnry. I don’t think so. I don’t want to give you 
some wrong information. I will have to look it up. 

Mr. Marsua.L. I might say, Mr. Secretary that I appreciate supple- 
mentals are a problem for you, but they are also a great problem to us 
up here. We get things all straightened out in our minds on the 
regular bill and up comes a supplemental which we had no idea was 
coming. 

Secretary Humpurey. I can appreciate that. 

Mr. MarsHa.L, It hurts some of the things we have under consid- 
eration. 

Secretary Humeurey. I can well appreciate that. 

Mr. Cannon. Mr. Riley? 

Mr. Rizey. Mr. Secretary, can you tell us what items are included 
in this budget that have not been included in previous budgets, such as 
the school construction item ? 

Secretary Humpurey. I haven’t a list of them. Again I will have 
to ask to have a list made and give it to you. 

Mr. Rizey. Will you furnish it for the record ? 

Secretary Humpurey. Yes, sir. 

(The information requested will be furnished by the Director of 
the Budget. See p. 186.) 

Mr. Cannon. Mr. Sieminski? 

Mr. Sreminsxi. Mr. Chairman and Mr. Secretary, it has been a 

leasure to serve with Mr. Gary on the Treasury Conimiiaen Mr. 
Secretary, I have enjoyed this unprecedented appearance of yours 


today. It is the first time I have heard a Cabinet official come before 
this committee, 


EXPENDITURES COMPARED WITH GROSS NATIONAL PRODUCT 


In 1958 what is the estimated gross national product that we will 
produce if we spend the $71.8 billion? 

Secretary Humenrey. Talking now about the 1958 budget and not 
1957 ¢ 

Mr. Sreminski. What is the $71.8 billion? 

Secretary Humpurey. The 1958 budget. 

Mr. Steminski. That is the one. That is the 1958 budget. 

Secretary Humrnurey. Yes; it is. I haven’t gross national product 
but here is personal income, and these may be the figures that will help 
you. Last year, that is the 1956 year, it was $3251 billion, and we 
are estimating $340 billion for 1957. 

Mr. Stemrnskti. The reason for the question is this: If we are spend- 
ing an estimated $71.8 billion in Government to help produce the gross 
national product, what will the outlay be in private channels to help 

yroduce that gross national product so we can get a percentage of 
Goulet spending to private industry spending to produce the 
healthy economy we have in the United States and expect to have? 

Secretary Humpnrey. I am picking this out of my head and I may 
be off a little, but it is something over $400 billion dollars, and if we 
spend $70 billion that is 20 percent, less than 20 percent. 

Mr. Sreminski. You think from that we can provide the country 
with a compass, or a “norm” to run the country and the land ? 

Secretary Humpurey. I think it is too much. I think that is too 
high a percentage to take. 
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Mr. Stemrnsk1. So that a $72 billion budget for 165 million people 
is too much? 

Secretary Humpnrey. Over a long period. Again let me say this, 
and I think perhaps some of the confusion that the newspapers had 
over the matter the other day was this: They took parts of sentences 
that made them apply to the immediate situation when I was talking 
about a period of time. None of these things happen in a minute. 
Most of them have to go over a period of time, these trends. I think 
this trend, this spending trend we are in over a long period of time is 
the thing that will get us into trouble. 

When I made my remark—I wonder if I don’t have it here, the 
remark I made about curling your hair. Let us get this straight. 

It isa pe riod of time we are talking about — brings on the bad 
results. That is one of the bad features of it. You don’t get your 
come-uppance right quick. . It comes up over a ved and by the time 
you realize the trouble you are in it is late to get it corrected. 


MISSION OF 1958 BUDGET 


Mr. Steminskr. Would you care to state what the mission of this 
budget is? What should this budget do for the country ? 

Secretary Humrnrey. In broad terms the mission of this budget is 
to provide us with adequate security and to provide reason: able services 
for the people. I cannot quite quote it. The President has said it 
many times, and Lincoln said it in the first place, that the job of the 
Federal Government is to do for the people what they can’t either do 
for themselves or cannot do as well. 

Mr. Stemrinskt. Would you then say—— 

Mr. Yares. And what needs to be done. 

Mr. Streminskt. Would you say one of the missions is to avoid 
war; second would be to continue the economy as it is and avoid a 
dislocation; and the third is to avoid a sweat out of our people so we 
avoid rebellion, and in that way promote the general welfare ? 

Secretary Humpurey. I think that is it. 


INDIVIDUAL AND CORPORATION TAXES 


Mr. Sreminski. The last question: Do hae think we could ever get 
personal taxes and corpor ate taxes side by side? I see by the esti- 
mates that the individual will pay about 39 cents out of the dollar and 
the corpor ations 21. Is that correct? 

Sec ro iry Humpnrey. No. The corporation pays almost 50 per- 
cent, 52 2 percent being the rate. 

Mr. Steminskr. Of the tax dollar coming to Uncle Sam ? 

Secretary Humpnrey. Of the earnings out of corporate profits we 
get about half. Out of individual earnings—let me give you these 
figures. 

Out of individual earnings of $340 billion, and those are the in- 
dividual people, we collect S41 billion, or about 14 percent. That is 
of the earnings of all the people, because some people don’t pay 
anything. 

Out of the corporations that we estimate will earn $44 billion we 
expect to collect $22 billion. 








THE BUDGET FOR 1958 69 


Mr. Sreminskr. I thought I saw a chart showing how much we 
collect from excise taxes and corporations and individuals, and in- 
dividuals paid 11 cents or 15 cents more than corporations. If I 
am quoting the chart correctly I was wondering if we can ever see 
the day where they run side by side? 

Secretary [lumPimey. Corporations pay more than individuals, 

Mr. Manon. I think what the gentleman has in mind is not the rate 
of taxation, the rate of taxation of the income of the corporation and 
the individual, but he is talking about the total amount collected. 

Mr. Steminsxr. That is right. 

Secretary Humenrey. You are talking of the total dollars collected ? 

Mr. Steminskt. Yes. 

Secretary ITumpurey. Individual taxes were 51 percent of the total, 
corporation tax 29 percent of the total. Excise is 12, and the others 
are 5. 

Mr. Steminskt. If you were given a flat directive to make them run 
side by side and neck and neck; is that an impossible mission ? 

Secretary Humrurey. At the present time; yes. 


SOCIAL COSTS 


Mr. Steminskt. The last observation: In today’s Evening Star, at 
noon, it oon wee our social costs in 1976 will be $80 billion, exclusive 
of security, so, if I may, I would like to introduce this article into the 
record, hoping it is helpful. It comes from a Jersey City constituent, 
the American Planning Association. 

(The article referred to is as follows:) 


[From the Washington Evening Star, January 23, 1957] 
Bic RIseE SEEN IN “SocraL Costs” 


The National Planning Association said yesterday the Nation must be prepared 
to double its “social overhead costs” as it approaches an age of abundance. 

These costs, representing an investment in such things as schools, hospitals, 
roads, airports, and water conservation, ran about $42 billion in 1955, the private 
study group reported. 

By 1965, it said, the need may have risen to 860 billion a year and by 1976 to 
more than $80 billion. The figures are estimates based on 10 percent of the 
unticipated full-employment production in those years. 

“The goal of abundance will not be achieved automatically,” the association 
said in a statement approved by its committees on agriculture, business, labor, 
and international policy. 

“Economists and statisticians have become accustomed to assume a projected 
increase in output per worker of 3 or 4 percent vear after year. 

“Such an increase in productivity, however, can materialize only if raw-ma- 
terial resources and energy supplies are available to satisfy the needs of indus- 
try; if labor can meet the requirements of modern technology for greater skills 
* * * and if purchasing power and demand are encouraged to rise in accord 
with the rising capacity to produce and consume.” 

The association described itself as a nonprofit, nonpolitical organization, 
established in 1934 and devoted to American planning. H. Christian Sonne, 
Jersey City, N. J., business executive, is chairman. 


STATEMENT OF SECRETARY HUMPHREY ON REDUCING EXPENDITURES 


Secretary Humpnurey. I will read this one paragraph, if I may, in 
response to an earlier question, and it will illustrate what I mean about 
the matter of timing and how if you stop in the middle of a sentence 
there is confusion caused. 
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This is the question : 


Mr. Secretary, isn’t nearly all the talk here today about cutting spending and 
cutting taxes largely academic as long as the world situation remains what it 
is? Looking at this budget I find that the lion’s share of the increased expendi- 
tures is for mutual security and defense. Is there any hope anywhere in the 
world situation that you can do any cutting in defense spending in the next few 
years? 

Answer: I think there is, yes, I do. I think there is some hope you can 
reduce expenditures all along the line. I would certainly deplore the day that 
we thought we couldn’t ever reduce expenditures of this terrific amount, the 
terrific tax take we are taking out of this country. If we don’t over a long 
period of time I will predict that you will have a depression that will curl your 
hair, because we are just taking too much money out of this economy that we 
need to make the jobs that you have to have as time goes on. 

That is the paragraph that caused the commotion. 

Mr. Cannon. Mr. Evins? 

Mr. Evins. No questions. 

Mr. Cannon. Mr. Boland? 


NEED FOR CERTAIN CONSTRUCTION PROGRAMS AT THIS TIME 


Mr. Botanp. Mr. Chairman, I would like to make this observation: 

Mr. Secretary, do you think we are trying to go too far and too fast 
at this time in the economy in which we are living? In other words, 
why do we need a road program at this particular time? I know Con- 
gress passes the law, and the Executive recommends it. Of course 
you have to get up the money. I cannot understand why we have to 
have that kind of program at this particular time when a peony of 
that kind means we will have people bidding against each other for 
men, material, and services that go into a great public-roads program. 

Why is that not the kind of program that could be deferred in addi- 
tion to some of the tremendous public-works projects, outside of those 
that are in the nature of an emergency, such as construction of huge 
Government buildings, and so on? Why is it not wise to delay that 
kind of construction until another time when it will be better to do it, 
when it will be cheaper and when we can put to work those services 
and people that may not be in such great demand then ¢ 

Secretary Humpnrey. In general principle you are entirely right, 
and I think it is just a matter of this—you don’t want to cut anything 
off completely. It is a matter of intelligently holding down the sorts 
of things we can defer in order to take care of the sorts of things we 
have to have. It is what you do in your family. If in your family 
someone is sick and you have a lot of bills to pay, you don’t have quite 
so much money and you can’t let the rest of the family spend so much 
mnoney in other ways. 

We have to face the Russians and we have a large amount of money 
to pay there. We have to be a little more cautious and more selective. 
I think the great word we miss is the word “selective.” We have to be 
more selective in the timing of how we do some of these things. 

Mr. Botanp. In your judgment it would be wise to defer the road- 
building program until some other time? 

Secretary Humpnrey. I would like to see some of these expenditures 
postponed. 

Mr. Botanp. Thank you, Mr. Secretary. I appreciate your answer. 
I am of the opinion that the executive department could have given 
more thought to deferring some public works projects—and particu- 
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larly the gigantic road program. This program represents $1.7 billion 
of this budget. 

Mr. Fioop. Mr. Secretary, this has been a very knowledgeable and a 
very interesting day. I think you are the first Secretary of the Treas- 
ury that has been before this committee since Morgenthau. I don’t 
know if that is good or bad, but so I am advised. 

I would like to see them all come up before this committee. I am 
aware under our form of government of the lack of Cabinet responsi- 
bility to the legislative branch and so on, but this is a good idea. I 
might say I have never heard you before. I have heard a lot about you 
and read a lot about you. 

You make a very attractive appearance; you are a very facile wit- 
ness, but I have the impression vaguely that I have been on the Wash- 
ington Merry-Go-Round, and it is now about half past three. From 
my point of view I don’t know what the purpose was for your appear- 
ance but my colleagues certainly have not put a glove on you so far. 

I would be curious to know—I don’t know myself—why you think 
you are here today. Why do you think you were invited here? Have 
you any opinion at all about that ? 

Secretary Humpnrey. I just took it for granted that when there 
seemed to be so much commotion about the paragraph that I just read, 
and about my making a statement that I thought we ought to try to 
improve our position with respect to this budget, that Chairman 
Cannon thought he ought to get me up here to see what it is all about. 
I don’t know. 

Mr. Fioov. Do you think you have so improved it? 

Secretary Humpurey. I didn’t ask for this. 

Mr. Fioop. That is precisely the point I make. You were invited 
here by the chairman to appear before the full Appropriations Com- 
mittee. I repeat, I am curious ss know why you thought you were 
here today. Have you any idea? 

Secretary Humpnrey. No, except as I said, the chairman invited 
me to come and I came. 

However, I will say this: I would come today and I would come 
any day and any time you people would let me come if as a result of it 
we could work together in order to try to improve this situation. I 
would be delighted to do it, and I think it is a joint venture. I think 
we have coordinate responsibilities as provided by the Constitution, 
and I think that anything that will improve relations between the 
two of us and get us looking at a common objective and working to- 
gether toward that common objective is well worth spending my time 
at. 

Mr. Fioop. Your reputation has preceded you and your reputation 
to the members of this committee, I believe certainly to me and I 
speak for them all, is about what you said. That being the case, you 
have been around here awhile and so have we, and yet you have been 
eloquent despite the skill of my distinguished colleagues, you have 
been eloquent in persisting that there is no place, despite your skill and 
your ping gi and your genius for this kind of thing, there is no 
place, by a line item, by a “department, where in this budget you can 
make even the faintest scintilla of a suggestion where any subcom- 
mittee chairman might begin tomorrow. 

Secretary Humpurey. That is true. today. 

Mr. Froop. It is hard to gild the lily further than that. 
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RESPONSIBILITY FOR REDUCTION IN BUDGET AND EXPENDITURES 


Mr. Sikes hands be this news release. I am aware it is not fair to 
ask you to comment upon a news release that you have not even seen. 
I am simply quoting it for what it is worth. 


Eisenhower said he agrees with Secretary of the Treasury Humphrey that 
Federal spending should be cut if possible. 


That is a non sequitur. Iam sure nobody will debate that very long. 
I quote again: 


Eisenhower said he is in complete agreement with Humphrey, but added he 
wanted to point out that Humphrey’s statement, in his opinion, had no appli- 
cation to the immediate situation. 

Secretary Humpurey. That is talking about this depression, the 
paragraph I just read. 

Mr. Yares. On hair curling. 

Secretary Humpurey. Yes. 

Mr. Fioop. Speaking of this depression and speaking of the long 
time it will take to do whatever should be done, are you aware that 
the Defense people at the Secretary’s level from Defense down have 
indicated to this committee that they are looking at a long plateau 
of years at which level the defense spending will be station: iry and 
that we are pretty close to that figure now. Have you heard that? 

Secretary Humpurry. I have heard that. 

Mr. Fioop. That being the case, and defense being 50 percent—you 
prefer security, and I think it is a better phrase—the security budget 
being over 52 percent of the total budget, that being the case, and 
keeping in mind how the statutes and independent agencies are frozen, 
keeping in mind that Health, Education, and Welfare Subcommittee 
of this committee have about an 80 percent stationary budget that they 

cannot touch, you are suggesting, I believe, or I get the i impression, all 
those things being true, that this mountain, the Appropri: itions Com- 
mittee, and I am sure you dignify it, that this mountain will labor and 
bring forth a mouse and not much else? 

Secretary Humpurey. If a mouse was a couple billion dollars it 
would look good to me. 

Mr. Froop, That is a good figure. A couple billion dollars is a 
magical term here. 

Secretary Humpnrey. I use it asa term. I would not object. 

Mr. Froop. Let me pick it up. I get that Lecause the impression is 
around the corridors, the secuttlebut is that the cut will be made in 
foreign aid, about $2 billion. As you know, 80 percent of that will 
be restored in the Senate through the intercession of the Defense De 
partment and other agencies. 

Mr. Passman will do his best about the foreign aid, and it will be 
a good job, but the net result over the long period of years ahead as 
you see it is not going to do much more than give us the benefit of 
your very important political philosophy. Isn’t that it today? 

Secretary Humpnrey. Well, I hope it will not turn out that way. 
It may, but I hope that with the aid of Congress in the things we have 
been talking about, in getting us to protect our revenues as we request, 
which is important, you will have to withstand a lot of pressures to 
protect those revenues. 
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A lot of people will be in here demanding reductions, excise taxes, 
demanding reductions in all sorts of revenues we receive. We are 
hoping and looking to you to protect those in order that we can 
come out with a balanced budget. We are also going to be beseiged 
with other people presenting other ideas for spending money in addi- 
tion to ideas that are in the budget. If it will help to get an economy 
spirit and feeling to all of us, if we can resist some of those other 

ressures, and if we can find some places here, and as I have said and 
eee repeating, I hope and expect to be able to find some places before 
this 18 months is up where we can make some reductions, and if we 
do the whole combination of things we will have a better country 
when we get through than we have today. 

Mr. Fiocop. Mr. “Secretary, it is important to us who sit at your 
feet on these matters of finance to hear these things said, but I had 
the impression you were here today to be of assistance to this com- 
mittee as we approach the budget. Obviously, other than benefiting 
from your financial experience and your theory of practical economy, 
we are not going to get that help from the executive branch of the 
Government: is that not so? 

Secretary Humpurey. You are not going to get it from me today. 

Mr. Fioop. You are described—and I am not being impertinent, 
for I think it is quite 2 compliment and they could do much worse— 
as the Secretary for everything. That has some value. When the 
Secretary for everything, the distinguished Mr. Humphrey, comes 
to this committee and says what he “has said, can you imagine the 
problem this committee is going to have with the lesser luminaries in 
the next 6 months of -_ arings—or can you ¢ 

Secretary Humpnrey. I think you are going to go through and do 
your duty, just as am are supposed to do it. I hope you are going 
to be suecessful. 

As I have said I do not know how many times today—I keep repeat- 
ing it and repeating it, because you gentlemen keep asking the same 
question. The answer is just as same now as it was at 10 o'clock 
this morning. 

Mr. Froop. And you say to Mr. Yates that you experience no feel- 
ings of frustration 4 

Secretary Humpnurey. If I were frustrated by that I would be in 
bad shape by now. 

Mr. Fioop. Y ou seem to be a little uncertain, Mr. Secretary, as to 
why this tempest in a teapot. You felt you had made yourself clear. 

Obviously the statements, or misstatements—one or the other or 
both, by the press contributed a great deal to this confusion. That is 
what. you feel today, because this has never been said before, so far 
as I know. I never remember the Secretary of the Treasury or the 
President sending up the budget and about the same day, or imme- 
diately thereafter, saying to C ongress: “Here it is. This is all we 
can do. You cut it, or we hope you cut it.” No matter how long we 
go here today, we are going to end up there; is that not true? 

Secretary Humpnrey. No. In the first place, I do not think that is 
exactly what was said. I think what happened was no more nor less 
than this: This budget was worked out. We worked it out as best 
we could. At my press conference, which I always have—there is 
nothing new or novel about it—I gave them a discussion about a feel- 
ing of economy, that what we needed was for the public, for the Con- 
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gress, and for the Executive all to have a spirit of economy and to 
attack this problem in a unified spirit of economy to try to make some 
improvement on the situation that had been proposed. 

That is all I am doing today. I started out this morning saying 
I thought we had to educate the public to it. I think and I hope that 
this will get the aid of Congress in assisting in the ways that they can 
assist, and I think with all our efforts we may make some progress. 
IT am sure we will not make any progress without our efforts. 

Mr. Froop. May I conclude with this final statement: May T say 
that until such time as the Congress and the American public and all 
segments thereof adopt your political philosophy, as you have detailed 
it today, there is little or no hope that there will be a reduced budget 
or reduced expenditures. 

Secretary Humpnrey. I think that is about it. I think that vou 
have to have the backing of the people before you make moves. I think 
that you need the backing of the public. And. finally, it is the erass- 
roots sentiment and grassroots opinions that finally control. T think 
this whole spirit of thinking has to come from the public and from the 
Congress and from the Executive, all as a part of a team, to accom- 
plish a result. 

Mr. Froop. That is very remote. 

Secretary Humpnrey. If we are going to avoid inflation and if we 
are going to avoid the pitfalls, it takes a lot of courage and it takes 
a lot of “guts” to get things done. It cannot be done just the easy 
way. You have to step un and do the hard things sometimes. or vou 
are going to get into the pitfalls many other countries have fallen into 
and have a lot of trouble. 

Mr. Froop. Thank vou very much. 

Mr. Cannon. Mr. Denton? 

Mr. Denton. No questions. 

Mr. Cannon. Mr. Alexander? 

Mr. Avexanper. Mr. Chairman and Mr. Secretary, I certainly have 
been enlightened by the discussion here today. Even though T realize 
that you have been over the question, that you do not think the budeet 
today can be cut. I wonder after the discussion in regard to the selec- 
tivity of certain items and programs if you would be willing to rank 
some of them in their importance. 

Of course T think we all feel that national defense should come 
at the top. Then there are programs for roads, Federal aid to edu- 
cation, mutual security, and so forth. Even though you do not think 
any of the budget could be cut as it is presented to us, do you feel that 
you would like to rank any of those things in preference to others? 

Mr. Yates. Or recommend for deferment ? 

Secretary Humenrry. I think it is primarily the job of the Con- 
gress to do that. T do not think it necessarily means exclusion. I 
think it means relative merits: how much you do of one thing or 
another. 

After all, the real function of the Congress is to represent the peo- 
ple and the feelings of the people in what are the things that are 
the most necessary for their successful living. What are the things 
they want the most? I think that is peculiarly a function of the 
Congress, to do just what you asked. 

Mr. Arexanver. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Taber? 
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Mr. Taper. Mr. Secretary, I am wondering who it was made a rul- 
ing that departmental witnesses could not recommend a cut in ap- 
propriations. I should like to find out about that. That has been 
discussed here today. I am wondering: Has anybody in the execu- 
tive branch made any such ruling? 

Secretary Humrpurey. Mr. T aber, I never heard of it until we came 
in the room today. I know you cannot go above the budget, but 
I did not know there was any rule or objection in any way to going 
below it. 

Mr. Taper. I never heard of it before, and it was news to me. I 
thought I ought to find out, if I could. 

Secretary Humpurey. Sorry; I do not know. I never heard of it 
until today. 

Mr. Taser. Now I am going to just make an observation, and that 
s about all. 

On page 85 of the budget it appears that the budget which was 
submitted to us the other day was $69,963 million of appropriations, 
and there was an indication that that might be supplemented later 
on by $1,844 million, for a total of $71,807 million, and that $1.1 bil- 
lion of that was for mutual-security items that have not yet been 
authorized, and various other items, including for the Department of 
Defense something in the neighborhood of $347 million which also 
has not yet been authorized, and quite a block of money, $197 million, 
for the Department of Health, Education, and Welfare. We do not 
know anything about whether those things are going to be authorized 
or not, or to what extent. It has always been my experience that 
those things have been overestimated in the budget. 

My philosophy is that this budget is on our platter and that it is 
up to the Congress of the United States to hold very careful hearings 
on it and to find out what is needed and to provide that and no more. 
That is going to be my approach to it, and I hope that it will be the 
approac h of this committee. If it is not, I shall not be bashful about 
saying so. That is the way I believe in doing business, and that is 
what I am going to try to do. 

That is all I have to say. 

Mr. Cannon. Mr. Wigglesworth ? 


BALANCED BUDGETS 


Mr. WicetrswortH. Mr. Chairman. I would just like to say that 
in my opinion the Secretary has given us a very able and very helpful 
statement here today. It should effectively dispel the apparent mis- 
understanding and confusion which has resulted from certain press 
statements in recent days. 

I know we all appreciate the danger of excessive Government spend- 
ing. This committee must do its utmost to eliminate the danger of 
inflation. 

While this budget is a high one, as I understand it, if the estimates 
are realized, they will result in a balanced budget for 3 successive 
years which is an outstanding accomplishment when we consider the 
long row of deficits prior to the Eisenhower administration ; moreover 
the balanced budget. will result in spite of the fact that the national 
debt will have been reduced in each of 3 successive years for a total 
of about $5.2 billion, and in spite of a tax reduction of $7.4 billion, the 
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biggest tax reduction we have ever had in any single year in the 
history of this country. 

Despite the size of the present budget I call attention to the fact that 
the total requested is still some $14 billion below that requested for 
fiscal 1953 by President Truman and some $7 billion below the revised 
request submitted by Mr. Eisenhower and that, as Mr. Taber has just 
indicated, the budget includes requested appropriations in the amount 
of about $8.6 billion under proposed legislation. It is, of course, 
entirely possible that some of that legislation may not be enacted into 
law. 

I do not care to ask any questions. I do not want to presume on the 
Secretary’s time. I am sure the administration and the country will 
be happy with any reductions that this committee and the Congress, 
both under Democratic control, are able to effect in the proposed 
budget. 

That is all I have to say. 

Mr. Cannon. Mr. Jensen? 

Mr. Jensen. Mr. Chairman. 

Mr. Secretary, I have sat through this entire hearing, and I believe 
I have heard greater pr aise showered on you than on any person ever 
to come before the subcommittee of which I am a member or before 
any congressional body. I hope the reason for all of this praise is not 
comparable to the praise which was showered upon a great and good 
man who was on this earth a little less than 2,000 years ago, when a 
group of people came to Him and “soft-soaped” Him and “salved” 
Him and said: “You are a good man, but you are playing around 
with the wrong kind of people.” 

He listened very attentively for a long while. They said: “Now, if 
you would do what we want you to do and if you would join our forces, 
we would make you a great man.” 

And this great and good man finally said: 


Thine lips do Me honor but I fear thine hearts are far from Me 


[ hope all this praise which has been showered on you is not. a repeti- 
tion of that incident. 


REQUESTS SUBMITTED TO BUDGET BUREAU 


Every department of Government and agency in the branches of 
Government submits to the Bureau of the Budget each year a request 
for funds. Is that right? 

Secretary Humpurey. That is right. 

Mr. Jensen. I wonder if you know the total request from all the 
agencies of Government to the Bureau of the Budget, and how much in 
dollars and cents or percentagewise the Bureau of the Budget cut 
those figures? 

Secret: tary Humpnrey. I am not in a position to do that. I have not 
that figure. I know from conversations that some of them were quite 
a lot higher than the figures which finally came out. Perhaps Mr. 
Brundage could do that, but I have not the total figures. 

Mr. Jensen. Mr. Chairman, will Mr. Brundage, the Director of the 
Bureau of the Budget, be before this committee? 

Mr. Cannon. At 10:30 in the morning. 

Mr. Jensen. Ten-thirty in the morning. All right. 
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Secretary [lumpurey. I do not know whether he has that, but I do 
not. 


Mr. Jensen. I shall ask the question of the Director of the Budget. 
REDUCTION IN PERSONNEL 


Now, in 1951 the employment roll of personnel of the Government 
was going up, up, and up by leaps and bounds. One day I called Lind- 
say Warren, then the Comptroller General. I asked him how he re- 
duced the personnel in his Department from about 14,000 employees 
to about 7,000 employees in 5 years, and he said: “I simply did not fill 
vacancies. 

I told him: “I am thinking about introducing amendments to some 
of the appropriation bills for certain departments, where their per- 
sonnel has risen beyond reason.” He said: “Jensen, you are on the 

right track.” 

And so I did. I introduced the amendment known as the Jensen 
riders to a number of appropriation bills, which provided that they 
could only fill 1 vacancy out of 4 until the request for personnel in the 
departinent’s budget had been reduced 10 percent. And I am sure the 
record will show that that method of reducing employment and thus 
Government expenditures by the attrition method was very effective. 
No one lost his job, and the employees of the departments finally 
realized that it was the best assurance for .them to keep their jobs. 

I recently have asked the Byrd Committee on Government Ex- 
penditures to give me all of the facts and figures as to the number 
of Federal employees since 1951 for each year, and the number that is 
requested in the budget. 

What do you think about such a course to take, to reduce possibly 
in one year a couple of hundred thousand people, saving a billion 
dollars? That is about what it would do, according to the turnover. 

Secretary Humpurey. Well, I think if you cannot do it the other 
way, that is a way you could resort to. The only difficulty with that 
way is that you may have some vacancies in important positions and 
not have equivalent vacancies In unimportant positions, and you wind 
up losing some important people whom you cannot replace because of 
the restrictions that are on you, and in that way you hurt the efficienc Vv 
of your organization. I think it is better if you have the courage to 
go ahead and do it, using to a large extent that same method but 
taking advantage of turnover not restricted into too tight a vise so 
that you might hurt your organization. 

Mr. Jensen. Well, I might agree with you except for this reason: I 
do not think this committee will eut Federal personnel requests any- 
thing to speak of, according to past performances. I have been on 
this committee 15 years. We may cut personnel some, but it is minor 
inamount. Just a token cut. 

The facts are that the 2 years the Jensen rider was imposed on the 
departments—five of them—lI asked many members of those aa 
ments if the imposition of that rider had in any way hindered the 
function of the department, and they told me off the record absolutely 
not. 


Secretary Humpnrey. Well, in many cases it might not. 
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REVENUE LOSSES FROM TAX-FREE PROPERTY 


Mr. Jensen. My last question is this: Do you have figures as to the 
amount of Federal revenue which would be realized if all of our tax- 
free property and services were taxed equally with the tax imposed on 
private business and services ? 

Secretary Humpurey. You mean by the States? 

Mr. Jensen. No; by the Federal Government. There are tax-free 
bodies of every nature. 

Secretary Humpnrey. The co-ops and things of that kind. 

Mr. Jensen. Yes. And we have a lot of universities now which 
own a lot of property tax free, and there is a lot of tax-free property 
in America. I am sure you will agree that one of the primary tenets 
of our Constitution is that every American citizen shall be taxed 
equitably. 

Secretary Humpnrey. That is right. I have not the figures on it, 
but we have actually put in a number of amendments that have been 
adopted by the Congress, trying to equalize that to quite an extent. 
We have communicated to the W ays and Means Committee sugges- 
tions with respect to others. They have pending before them now a 
number of suggestions which we have made, which would operate in 
the direction you are talking about. They have been there for several 
months. 

Mr. JENSEN. I have seen figures as to the amount of Federal revenue 
which was being lost because of these tax-free institutions. I wonder 
if you do not have that. 

Secretary Humenrey. I do not know. We will see. 

Mr. Jensen. I would like to have you furnish that for the record. 

Secretary Humpnurey. We will see if we can develop anything that 
would be helpful for you. 

(The information is not available.) 

Mr. Jensen. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Andersen ? 


COMMITTEE RESPONSIBILITIES IN CONSIDERATION OF BUDGET ESTIMATES 


Mr. Anversen. Mr. Secretary, I would like to join in thanking you 
for your appearance before our committee today and to commend 
you for the manner in which you have handled your discussion of a 
difficult and challenging subject. The members of this committee know 
better than anyone else how difficult it is to arrive at fair and equitable 
reductions in budgets placed before us by the executive branch of our 
Government. We know that the people administering the various 
programs and activities believe in what they are doing and are firm 
in their conviction that they need every dollar of requested appropria- 
tions. We also know that many of these budget items have, in fact, 
already been once or more reduced from the original estimates pre- 
pared by the agencies involved. We know that regardless of the size 
of the estimates contained in the budget there will be honest, sincere 
people before our subcommittees for the purpose of trying to show 
us that the amounts are not large enough. 

In the final analysis, most budgets and most appropriations call for 
the exercise of individual judgment. Even within the subcommittees, 
we have individual differences over the amounts to be approved. 
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These differences will be compromised just as they have been every 
year that this committee has been in existence. That is our demo- 
cratic way of doing things and your giving of your valuable time to 
come before us eoday will help us just that much in our efforts to 
arrive at the right decisions. 

As members of the Committee on Appropriations, we have grave 
responsibilities to the American people. After we have held hearings 
and heard many witnesses, we must decide upon the amounts of funds 
we shall recommend be appropriated by the bills we report out to the 
full Congress. In that work we have a twofold responsibility to the 
people. 

First, we must be guided by the fact that it is the people themselves 
who must pay the taxes to defray the costs of the programs and activi- 
ties for which we appropriate the funds. With minor exceptions, 
there is no other source of these funds. They must come from the 
pockets of millions of taxpaying American citizens. We have a very 
great obligation to our people to see to it insofar as possible that not 
one more dollar is appropriated than is absolutely necessary. We are 
spending their money for them, and we should be every bit as frugal] 
as they themselves would be. 

Second, we have an equal obligation to the people to accomplish 
the appropriation of funds adequate for the proper and effective ad- 
ministration of necessary programs and activities of our Government. 
In some instances, it can be just as costly to our Nation to appropriate 
too little as it would be to appropriate too much. Take our Defense 
Establishment, for example. That is a major portion of the budget 
and the items are so large that they might seem easily reduced. How- 
ever, we must exercise extreme caution that we do not unwisely reduce 
appropriations for national defense to the point that we lay ourselves 
open to attack from abroad. To do so would be to run the risk of 
losing everything we have—not only our wealth but our freedom as 
well—and so we must be extremely judicious in our aproach to these 
critical items. 

The farm programs present another example. There will un- 
doubtedly be some among us who will see in the agricultural estimates 
un opportunity for reductions. Again, we must weigh what might be 
gained by such cuts against what would be lost. The economy of 5 
million farm families are involved. Markets for all of our industry 
and commerce are involved. In the final analysis, what we do in the 
field of our agricultural economy will have its impact on the whole 
Nation’s economy. Shortsighted economies might in the long run 
prove costly indeed and so we must be certain that appropriations are 
adequate in the best interests of our Nation. 

Although most of us have been working on these same appropria- 
tions items for many years and have become intimately acquainted with 
them, there is still a big element of guesswork involved. We hear 
witnesses of good authority contradict each other in their testimony. 
Some of us may believe one witness is right, while others on the 
committee agree with the other. Again, these differences must be 
compromised and the answer is not always found at some point be- 
tween two extremes. Qn occasion, the proper answer might be the 
highest figure mentioned—or it might be the lowest. None of us know 
enough about it to always be certain that we are right in our con- 
clusions. 

87404—57 
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In iny personal judgment, this committee urgently needs an inde- 
pendent, reliable source of information and advice on the various items. 
I have previously proposed, and again do so, the establishment of a 
permanent staff for the committee to provide us these services. This 
staff would be in addition to the present excellent staff of clerks and 
the investigative staff which have been invaluable to us through the 
vears. 

What I have in mind is the recruiting of a staff of permanent com- 
mittee employees who would serve as our watchdogs, so to speak, over 
the appropriation and expenditure of funds on a year-round basis. 
As needed, members of that group could be assigned to the sub- 
committees to look into special problem areas under the direction of 
the subcommittee chairman. They would be a nonpartisan group and 
all of us could have confidence in their findings. 

There is not a man in this room who would deny that appropriated 
funds are spent every day which need not have been spent. There 
is hardly a witness who appears before us but what would admit that 
this is true. The problem is to anticipate the waste or slippage in 
advance and to intelligently reduce appropriations to correct those 
things before they happen. Sure, we get reports from the General 
Accounting Office about money that has been unwisely spent—but it 
is already gone and there is usually nothing we can do about it. Ow 
investigative staff gives us similar reports, but the money is gone and 
cannot be recaptured. 

If we spent each year $500,000 on such a staff and used them effec- 
tively, I am sure we could save 2,000 times that much in appropria- 
tions. With $70 billion budgets before us I am sure that we could 
find ways of saving a billion dollars each year. After all, that is a 
saving of less than 114 percent and no thinking person can deny its 
practical possibility. The important thing is to do the job properly, 
and in order to do that we must know more about our subject. I cer- 
tainly hope the committee will soon see the wisdom of such a course 
and will give those of us who serve on the committee the reliable and 
unbiased information we need to do a proper job. 

One final comment, Mr. Secretary. I have been deeply impressed 
with what you and President Eisenhower have had to say about the 
dangers of inflation. I agree with you that this is a real danger and 
that all reasonable steps must be taken to put the brakes on those 
tendencies in our economy. At the same time, I must point out to you 
that in the district I represent there is no present danger of inflation. 
Quite the contrary is true and has been for some time. 

Our economy in the agricultural Midwest is depressed to a more 
slarming degree than the present inflationary signs in the balance of 
our economy. Farm income is way down and so are farm commodity 
prices. Small businesses throughout our area are likewise feeling 
the pinch and their retail sales reflect it. The only inflation we have 
out there is in the prices we pay for the things we must buy to live 
and operate our farms. Other than that, we have just the opposite 
today. We agree with you that inflationary forces must be checked, 
but we also feel that there is an equal danger and an equal responsi- 
bility for action to reverse the depressionary trends in our rural 
economy. We do not believe any national economy can be healthy 
or stable as long as a major segment like agriculture is permitted to 
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languish in a prolonged slump. I hope you will give this problem an 
equal measure of attention. 

And thank you again for coming here, sir. 

Secretary Humrurey. Thank you, sir. 

Mr. Cannon. Mr. Canfield ? 

Mr. Canrievp. Mr. Secretary, it was most pleasing to me this 
morning to hear our distinguished chairman, Mr. Cannon, emphasize 
your nueeses to our United States of America. Ido not know when 
he has lauded any American personality more. 

It was a delight to me also to hear you pay a tribute to the Gary 
committee. There was a time when the Gary committee was known 
as the Canfield committee, but Canfield or Gary, our committee op- 
erates on the same basis, and I am sure you know that. 

Mr. Rooney. Will the distimguished g gentleman yield ? 

Mr. Canriecp. I would be glad to yield to my friend. 

Mr. Rooney. I believe that more than once it was known as the 
Canfield committee. 

Mr. Canrietp. That is true. I appreciate this happy reminder. 

Mr. Gary. But Canfield or Gary, it has always been operated in 
the same manner. 

Mr. Canrtetp. Exactly. That is what I was trying to emphasize. 

Mr. Secretary, I am sorry so many of my colleagues here today 
have been belaboring our impotence to do the job we are That to 
do as a coordinate branch of the Government under our Constitu- 
tion. I realize, however, that there are some agencies of the Gov- 
ernment which do not lend themselves to cutting. 

As you so well pointed out a few minutes ago, Mr. Secretary, our 
country is growing, and that is reflected particularly in the requests 
of the Post Office Department. I have studied the history of the Post 
Office Department over a long period, and down through the years I 
know of only 1 year wherein the volume of mail did not exceed that 
of the previous year. 

For 1958 we are called upon—and I believe it is a very tight bud- 
get—to include pay for thousands of additional postal workers neces- 
sary to take care of hundreds of additional routes into suburbia and 
elsewhere. 

Now, Mr. Gary quoted from 1936 figures. Take the Post Office 
Department. In 1936 the overall cost of running our Post Office 
Department was $727 million. What is it today? It is $3.2 billion, 
or 414 times that figure. 

You were asked : Can you help effect some cuts in your own Depart- 
ment? I want to say this to you: I recall—and this was rather 
unique—your very able Narcotics Administrator, Dr. Anslinger, com- 
ing before our committee and saying this: 





Mr. Canfield and gentlemen of the committee, I have read the budget and I 
find a $10 million item for drugs in the budget for the Army. That is entirely 
unnecessary. We have got those drugs stockpiled and we can take care of the 
Army’s request. 

And I so informed the top echelons of the Army. 

[ recall a gentleman from the Post Office Department coming before 
us and saying they had made a saving in transportation and they 
wanted us to make cuts in that item. 
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I hold in my hands here some quotes from the Associated Press wire 
service of this day, from which I read this statement : 

Chairman Clarence Cannon, Democrat, Missouri, labeled Mr. Eisenhower's 
record spending plan unconscionable. 

Well, “unconscionable” to me is a very strong and severe descrip- 
tive. I take it that our distinguished chairman would never use that 
adjective had he not studied this budget in extreme detail and were 
he not prepared to propose cuts on the floor of the House, if those cuts 
cannot be effected in the subcommittees now holding hearings. I 
think that he is prepared to document those proposals, and I am look- 
ing forward to his leadership in that area. If he proposes cuts, as I 
am sure he has in mind, and those cuts are well documented this is one 
Congressman who is going along with him. 

In closing, Jet me say this: Whether we like it or not, we who serve 
on this committee have got the ball now and we cannot toss it back to 
the Secretary of the Treasury. Let us do the job we are called upon 
to do. 

Thank you. 

Mr. Cannon. Dr. Fenton ¢ 

Mr. Fenron. Mr. Chairman. 

Mr. Secretary, it certainly has been a pleasure to hear a man of your 
type discuss the budget today. If I am any judge of symptoms, as a 
physician I would say that there is certainly no evidence of frustration 
on your part. 

As I said, I am very happy to be here today to listen to you and I 
hope that when the General Government Matters Subcommittee meets 
to discuss with the fiscal officers of our Government new methods of 
paareer particularly with respect to contractual authority, we will 
1ave the pleasure of having you before our committee. 

Thank you very much. That is all, sir. 

Mr. Cannon. Mr. Scrivner? 

Mr. Scrivner. Mr. Chairman, it is now 5 minutes after 4. The 
Democrat majority on this committee consumed 314 hours, leaving less 
than an hour for Republican members. Apparently interest has now 
subsided, because I count only 9 members of the Democrat majority 
of 30 still sitting at this session. So my comments will be brief, be- 
cause they will fall on barren ground. 

Mr. Manon. There are absentees on both sides. 

Mr. Rooney. It might be well to be fair about this record. I do not 
see many more than that on your side. 

Mr. Scrivner. We have only 20 members, and you have 30. I think 
there are either 13 or 14 Republicans here. 

I would like to point out that some of the questions directed to Secre- 
tary Humphrey were directed to him as though he were either the 
President of the United States presenting this budget or the Director 
of the Budget, because they have not been confined to his Department, 
the Department of the Treasury, and the only Department for which 
he is responsible when it comes to the matter of the budget. 

I am quite sure that the gentleman from Pennsylvania is not so 
naive as not to know why this meeting was called. The rest of us know. 

Mr. Fioop. Will the gentleman yield? Of course, you have men- 
tioned my name, and the gentleman will yield. ° 

Mr. Scrivner. The gentleman from Pennsylvania, Mr. Flood. 
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Mr. Cannon. ‘The gentleman is out of order. The gentleman will 
proceed with his inquiry of the Secretary of the Treasury. 

Mr. Scrivner. Iam trying to, Mr. Chairman. 

It was probably because you made some statements to the press, and 
the press reported some of them accurately. and apparently some of 
them not. I do not know whether you have learned anything else here 
today or not, but I imagine you have learned that from here on out 
your statements to the press will be carefully worded and typed out 
so that there can be no misquotation from the Secretary of the 
Treasury. 

The second observation I should like to make, Mr. Chairman, is 
the fact that the Secretary of the Treasury has done what we our- 
selves should do, and that is to turn the searchlight upon this com- 
mittee itself. As I observed this morning, no department of the 
United States Government can spend any money which has not been 
first authorized by laws enacted by Congress, ‘and it cannot spend 
any money which has not been appropriated by either this committee 


or the committee of the Senate, with our concurrence in Congress. 


Mr. Manon. Will the gentleman yield at that point ? 

Mr. Scrivner. Yes. 

Mr. Manon. I think our feeling has been here today—and I am 
sure the Secretary of the Treasury has approved it—that we have all 
recognized we have had too much Government spending. We have 
not been talking as Democrats or Republicans. Both parties have 
gone overboard in spending. Our object is to reduce Government 
spending. 

Mr. Scrivner. What I am trying to point out, no matter which 
party it is, it cannot spend more than Congress appropriates. 

Mr. Manon. But we are trying to get the Executive to request less. 

Mr. Jensen. Regular order. 

Mr. Scrivner. I did not interrupt any single person speaking this 
morning. 

Mr. Jensen. Nor did any other Republican. 

Mr. Manon. The gentleman yielded to me. 

Mr. Scrivner. Let me point out that during all the colloquy there 
have been a lot of comments about how things have increased since 
1930. The Secretary pointed out one of the reasons they have doubled 
in cost has been the reduced purchasing power of the dollar, from 
100 cents to 50 cents. That accounts for part of it. 

Let me also comment for the record that since 1930 almost every 
Congress has been controlled by Democrats—there have only been 
two “Republic an Congresses in that time; that is, the 80th and 83d, 
both of which made good records in economy and in reduced appro- 
priations and savings and also reductions in taxes. 

I have heard time after time—and I have agreed with our chairman, 
because with all the years of experience he has had he speaks with a 
voice of knowledge and experience when he has said that there has 
never been a budget submitted to the Congress which could not be 
cut, and sometimes he has said “cut considerably.” I am quite sure 
that he is not making any exception of this one. 

The setup of this committee now is for 30 Democrats and only 20 
Republicans. Every subcommittee chairman is a Democrat. The 
committee chairman is a Democrat. So, Mr. Chairman, I am just 
going to watch with a great deal of interest and cooperation, too, if I 
am permitted to do so, to see just exactly what reduction in this 
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budget this particular committee makes. If you make them, I will 
work with you to get it done; and then when we go into conference 
with the Senate, I will stand by. your side and fight any increases 
the Senate may try to put over on us. 

Thank you, Mr. Chairman. 

Mr. Cannon. Mr. Coudert ? 

Mr. Clevenger ? 

Mr. Crevencrr. Mr. Chairman, as most everybody knows, I have 
served on a subcommittee where they are always reluctant to disturb 
a budget. 

I remember as a youngster once I learned in my grandmother’s gar- 
den a thing which has been very useful to me on this committee. She 
had a grape arbor which ran pretty nearly the length of the garden, 
and 1 year these vines took off and my, how they traveled down the 
wire. I said to her: “Well, grandmother, you did not have many 
grapes last fall.” And she said: “Cliff, I did not have time to prune 
the arbor.” She said : “Now you get out there and you cut that grape- 
vine.” There were 2 or 3 there. They were big ones, for they had 
grown very big. 

She said: “Cut them until you think they are going to die and vou 
will have some grapes.” And that has been the way I have operated. 

I want to say to you, I am looking at a Democrat across there who 
has held my 2 and right up, regardless, and I have only this to say to 
you: Do not be afraid of killing them. Cut H—— out of them and 
you will get some grapes. 

Mr. Cannon. Mr. Wilson. Mr. James. 

Mr. James. Mr. Chairman, Mr. Secretary, I have to speak as the 
very junior member of the so-called Gary-Canfield committee. I have 
been on that body a long time, but people who run for election and who 
are members of that committee never get defeated, and people who are 
on that committee. thank God, do not die. None of them ever resign, 
so Iam now on that committee just where I started 7 years ago. How- 
ever, the committee is one that I think deserves a banner for distin- 
guished service. Our able and distinguished chairman from Virginia, 
Mr. Gary, and the equally able and distinguished gentleman from 
New Jersev, Mr. Canfield, when they take turns at wrestling with the 
problems of the committee do just about an equally good job. We are 
very proud of both of them. 

One of the finest things that happens in our committee each year is 
the appearance before us of the Secretary of the Treasury. When 
Mr. Humphrey has been and gone, I know we all feel we have been 
rewarded and indeed inspired. 


SAVINGS BONDS 


I do not want to make a long speech, but I do want to go back to « 
topic that was lightly touched upon-early in the day when the Secre- 
tary of the Treasury had occasion to point out the distinction be- 
tween a budget and cash income, related to the sale of savings bonds. 
The question came up, 1 believe, as to what could be done to improve 
the attractiveness of those bonds to the public. An increase in the 
interest rate was suggested. I think the Secretary gave some good 
reasons why that was not the best way to inspire further interest on 
the part of the public in the purchase of bonds. 
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These bonds are sold often with a sales argument, particularly the 
E bonds—that they can be bought and laid aside for future purposes, 
the education of children, retirement after years of work, and many 
other worthwhile objectives. 

I have on a number of occasions, and perhaps the Secretary will 
remember this, asked why something could not be done to make the 

urchase of these bonds more attractive to more Americans because it 
is one of the best sources of cash income we have in this country today. 
I am going to suggest here for what it may be worth—and there is 
nothing we can do about it here, of course—that one way to make 
savings bonds more attractive is to follow up the reasons that are stated 
for purchasing these bonds, and that would be to provide for an in- 
come-tax-free feature on the income from those bonds. 

Now, I am not going to say that the entire issue of all H-, K-, and 
G-bonds and E-bonds should be tax free, but it seems to me that the 
purchasers of small quantities of E-bonds, up to $10,000 or $20,000, 
of G-bonds, might very well be given an exemption up to such amounts 
from income taxation upon the income paid or accrued. I believe 
if that were done it would result in longer holding of the E-bonds, 
particularly, and a greater amount of purchase of the other types, 
the G’s, the K’s, and the H-bonds. I am going to stop right there 
and leave the thought for the consideration of the Secretary of the 
Treasury. 

Thank you, Mr. Chairman. 

Mr. Cannon. Mr. Ford. 


SURPLUS FOR 1957 


Mr. Forp. Mr. Secretary. is my recollection correct that in August 
1956 the estimate was made of the anticipated surplus for the fiscal 
year 1957 that it would be approximately $700 million ? 

Secretary Humpurey. I think that is right. 

Mr. Foro. According to the budget message, it is now estimated that 
the tiscal year 1957 will end up with a surplus of about $1.7 billion ? 

Secretary Humenrey. That is about right. 

Mr. Forp. Is my information correct that this improvement has 
resulted from an increase of approximately $800 million in anticipated 
revenues and an anticipated decrease in expenditures of about $200 
million ¢ 

Secretary Humpnurey. That is correct. 

Mr. Forp. Which makes up the $1 billion change to the good in the 
fiscal year 1957 ¢ 

Secretary Humrurey. That is correct. 

Mr. Forp. That would seem to me to point out that the various 
agencies of this administration have been doing for the last 6 months 
just what you expect them to do for the next 18 months. 

Secretary Humpnurey. That is right. 

Mr. Forp. By reducing anticipated expenditures $200 million in 5 
or 6 months a good job has been done by the Republican administration 
in producing results in reducing expenditures. 

Secretary Humpurry. That is correct. 

Mr. Forp. If we can continue the same program and the same 
progress for the next 18 months, we will have better or bigger surplus 
in fiscal year 1958 than is expected now ¢ 
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Secretary Humpurey. That is right. All we can do is to keep it 
going and gain on it a little. 

Mr. Forp. Has there been any special directive, or pressure put on 
to accomplish that $200 million decrease in expenditur ss in this 
6-month period ? 

Secretary Humrurey. Just the continual pressure we try to keep 
on the executive departments all the time. The Director of the 
Budget keeps at it all the time. 


SELECTED ECONOMIC AND FISCAL DATA, 1930-56 


Mr. Forp. I think it might be helpful for the record—I know you 
do not have the figures here in this form, but start back in about 1930 
and make a tabular chart which would show in one column the gross 
national product year by year; another column the population of the 
country; in another column the Federal expenditures during each of 
the ye: irs; another column the per capita share of the Federal rexpendi- 
tures year by year; another column the Federal debt year by year; 
another column the per capita share of the Federal debi; and a final 
column the cost of living index year by year—and it might help anyone 
reading the record to get a better and more accurate perspective of 
what has transpired since that date. 

(The following information was later supplied :) 


Selected economic and fiscal data, 1930-56 











| | Federal budget expend-| Gross public debt out- Consumer 
Gross Popula- | itures, fiscal] years | standing, June 30 Price Index, 
Year | national tion, Te ee ed a calendar year 

| product Jan. 1 | averages 
Total Per | ‘Total | Per — |(1947-49=100 

eapita? | } capita’ | 
Billions Millions | _ Billions Billions | 

ea $91.1 22. § $3.4 | $28 $16. 2 | $132 | 71.4 
Ree tet ee 76.3 123.7 3.6 29 16.8 135 | 65. 0 
Bee eer 58.5 124. 5 | 4.7 37 19.5 | 156 | 58. 4 
BL asbacess 56. 0 125.3 4.6 37 22.5 | 179 55.3 
ee . 65. 0 126. 1 6.7 53 27.1 | 214 57.2 
1935 ; : a 72.5 126.9 6.5 | 51 28.7 | 226 58. 7 
Sees 82.7 127.8 8.5 66 33.8 | 264 | 59.3 
Pd wneed Sd 90. 8 128. 6 7.8 | 60 | 36. 4 | 283 | 61.4 
a 85. 2 129. 5 6.8 | 52 37. 2 | 286 60. 3 
.  Seeeeeerae 91.1 130. 5 8.9 68 40.4 | 309 59. 4 
re 100. 6 131.6 9.1 | 69 43.0 | 325 59.9 
es pee 125.8 132.8 13.3 | 100 49.0 | 367 62.9 
i sibteccien deat cain 159. 1 134. 2 34.0 | 254 72.4 537 69.7 
PI cial vitiecancae 192. 5 135. 9 79.4 | 584 | 136.7 | 1, 000 74.0 
ONE So eas 211. 4 137.7 95.1 | 691 | 201.0 | 1,452 | 75.2 
Sh acttecdacsen 213. 6 139. 2 98. 4 | 707 258. 7 1, 849 76.9 
Eiiscahtacee~ 209. 2 140.7 60. 4 430 269. 4 1, 906 83.4 
_ a ; 232. 2 142.8 39.0 273 258. 3 1, 792 95. 5 
Se oe 257.3 145. 5 33. 1 227 252. 3 1, 721 102. 8 
ee 257.3 148. 0 39.5 267 | 252. 8 1, 694 | 101.8 
OES 285. 1 150. 6 39. 6 263 257. 4 | 1, 697 102.8 
Wecncctnn nea ee 328. 2 153. 1 44.1 288 255. 2 | 1,653 | 111.0 
345. 4 155. 8 65.4 | 420 259. 1 | 1,650 | 113.5 
363. 2 158. 4 74.3 469 | 266.1 | 1, 667 | 114. 4 
360. 7 161.1 | 67.8 | 421 | 271.3 | 1,670 | 114.8 
390. 9 164.0 | 64.6 | 394 274.4 1,660 | 114.5 
412. 4 | 166. 8 66. 5 399 272.8 | 1, 623 £116.1 








Sources: Department of Commerce, Treasury Department, and Department of Labor. 


1 Total population of the continental United States including Armed Forces overseas. Jan. 1, 1930-40, 
interpolated from July 1 data. 

2 Based on population as of Jan. 1. 

3 Based on population as of July 1. 

4 January-November average. 
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Mr. Cannon. Mr. Miller. 

Mr. Vursell. 

Mr. VurseLu. Mr. Chairman and Mr. Secretary, I appreciate the 
sound advice and the earnest advice you have given this committee, 
and I have the hope it will do a lot of good. There is not any use 
trying to dodge responsibility, as Mr. Scrivner has pointed out. If 
this Congress has the courage and the integrity to follow their wisdom, 
and to do the things they know are right in the interest of this country 
in this critical time, they can and will be able to intelligently reduce 
this budget, in my judgment, by a very considerable amount. 

It may be the crossroads if we do not have the courage to stand 
up and do the things we ought to do for all of the American people. 
I realize there are a great many in this group that want to do that; 
perhaps all. But there are only 50 of us, and we will have to do a lot 
of missionary work, because we have to deal with 435 Members who 
are always interested in other things, and they are subject to tremen- 
dous pressures all the time. 

I think this is a fine thing, to pinpoint this and let the public know 
and the Nation know, that we realize the importance of the hour and 
the day, and we are going to do something about it. 

Mr. Cannon. Mr. Ostertag. 

Mr. Osterrac. Mr. Chairman and Mr. Secretary, I too, want to 
pay tribute to you for the sound advice and the thought that you have 
advanced to the people of the country and to this committee when 
you point out your alarm about the trend which might well lead us 
into a depression. Your concern about the increase in cost and ex- 
penditures of Government and that we ought to do something about 
it is most gratifying, because it has a decided effect on our economy. 


ESTIMATE OF SURPLUS 


First of all, you pointed out the taxload that you have. I take 
it that is what you meant. That leads me to the question: What is 
the estimated surplus to be this year? 

Secretary Humpnrey. This year, $1.7 billion. 

Mr. Osrertac. What do you regard as a conservative estimate? 
Is that a conservative estimate in the light of what you can see ahead 
in regard to business and in regard to our whole economy ? 

Secretary Humpnrey. | think it is just about as close as we can 
come to it. We have not tried to make it either high or low. We have 
tried to guess it just as close as we thought we could. 

Mr. Osrertrac. Assuming Government expenditures remain pretty 
much the same, is it possible that we might have a greater surplus, 
and if there is a greater surplus should that be reflected in a tax 
reduction ¢ 

Secretary Humpnrey. I may be wrong, but I do not believe there 
is a chance to get a sufficiently great surplus to do that. You see, we 
have estimated an increase in income in order to reach that figure; 
and again I want to point this out, gentlemen, the difficulty of making 
these estimates and having them accurate. We spend $1 billion every 
4 days. Now, when you spend $1 billion every 4 days, that is almost 
like saying that if your mail does not come in over the weekend you 
are out $1 billion one way or the other. You have no idea, until you 
stop and think about it, what huge figures we are dealing with here 
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and what a small percentage $1 billion is of the total. Just think of it. 
It is 114 percent. Who in the world would undertake to guess today 
within 114 percent of almost anything 6 months or 8 months or 18 
months from now? The slightest variation and you are off twice as 
much as you are talking about. A 3-percent variation is twice as 
much as we are talking about, and anybody who can guess within 
3 percent is awfully good. 

My own feeling is that we have discounted everything we can think 
of to try to come to as near a right figure as we can. We are not 
burying anything: we do not have anything up our sleeves. 

Mr. Osrertac. That is all. 

Mr. Cannon. Mr. Bow. 

Mr. Bow. Thank you very much, Mr. Secretary. That is all. 

Mr. Cannon. Mr. Budge. 

Mr. Jonas. 

Mr. Jonas. Mr. Chairman and Mr. Secretary, I will be very brief. 


RELATIONSHIP BETWEEN GROSS NATIONAL PRODUCT AND 
GOVERNMENT SPENDING 


A number of the members of this committee today have commented 
on the fact that this is the largest peacetime budget in our Nation’s 
history, and I recognize that is a catch phrase and will attract head- 
line attention whenever it is made. 

I think, Mr. Secretary, that you very adequately explained one 
reason for that in your discussion about the devaluation of the dollar 
and the increase in compensation to the Federal employees, and that 
in the natural course of events this country is bigger today than it 
ever was before. We have a bigger gross product today than we ever 
had before; is that not true? 

Secretary Humepnurey. That is correct. 

Mr. Jonas. I would like for you to understand, sir, that I proclaim 
the fact that Tam a member of the economy bloc. ” vote for all the 
reduced appropriations that are possible to jus stify, and I intend to do 
that in my service on this committee. Also, I am interested, and I had 
these figures prepared, and I noticed the gentleman from Michigan 
adverted to them, and you intend to put into the record some tabula- 
tion that will show, I think, more clearly than I am able to show with 
this comment, the relationship between gross national product, its 
increase over the years, and the increase in Government spending. 

For example, the figures I have indicate that in 1939 our tot: al ex- 
penditures for other than security measures—the Army and the Navy 
appropriations being eliminated—were $7.5 billion, whereas in 1958 
it is proposed we spend $28.5 billion if you eliminate national-security 
appropriations. 

Now, the interesting point about that to me is that in 1939, when we 
were spending $7.5 billion on domestic or nondefense projects, we had 
a gross national — t of only $91 billion, and the amount of Govern- 
ment cost was 8 percent of that gross national product that year; 
whereas in 1958 with an estimated national gross product. of $425 bil- 
lion, which is slightly up from 1956, a $28.5 billion domestic budget 
would be only 6 percent of that gross national product. 

Secretary Humenrey. For this part of the budget? 
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Mr. Jonas. Yes. Do you see any relationship between gross na- 
tional product and the cost of Government? 

Secretary Humpnrey. Oh, yes; there is a relationship. It indicates 
in general price levels and all those things. 

Mr. Jonas. What Iam trying to say is that so far as I am concerned, 
I am not seared over the fact it is the biggest peacetime budget in the 
history of the Nation if it can be truly justified. 

Secretary Humpurey. That is right. 

Mr. Jonas. I do not contemplate we will ever get to the point where 
we are spending only $7.5 billion again in this country, unless some- 
thing drastic happens, do you ? 

Secretary Humpnrey. No; just take one thing alone. During the 
period you are speaking of, that 15 years, the money was cut in half 
which would in and of itself make the comparison $7.5 billion to $25 
billion $7.5 billion to $14 billion. You had a very substantial increase 
in population during that same period, which again would reduce that 
$14 billion to some smaller figure. 

Mr. Jonas. I am just saying is it not true as the country develops 
and grows and more people become members of the soc iety in which 
we live, as the need for Government services increases we natur ally will 
have to expect a normal incerase in cost, will we not ? 

Secretary Humpurery. As the country grows you will have an in- 
crease in costs. There is no other way. 

Mr. Jonas. So most of the increase in spending, and this is trite and 
everybody knows it to be true, is in the area of defense and security. 

Mr. Manon. Will the gentleman yield? What was your answer to 
that question, Mr. Secretary? I understood the Secretary to say that 
most of the spending was defense this morning. This morning he 

said it was about 50-50. 

Secretary Humpurey. I did not testify just now. He made a 
statement, and I did not reply. Just what is your question ? 

Mr. Jonas. Let me make this statement. The figures I have show 
that in 1989 we spent $1.4 billion for the Army and Navy, and in 1958 
it is proposed that we spend $43.3 billion for se« ae which includes 
some activities other than the Army and the Navy, but it is in the 
field of defense spending. That is an increase from $1.5 billion to 
$43 billion in that period, whereas the increase in nondefense spending 
in 1939, when it was $7.5 billion and 1958, when it is $28.5 billion, is 
less than the increase for defense spending. 

Secretary Humpenrey. Much. 

Mr. Jonas. Considerably less. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Secretary Humpnrey. So that there will not be any misunderstand- 
ing between us, the answer I gave you this morning related to an 
entirely different period. The “period that I was talking about was 
the period 3 years ago to now. 

Mr. Cannon. You are suggesting that over the long reach we have 


a reduction in expenditures ? 


Secretary Humpnrry. That is correct, particularly in relation to the 
total amount of our population and our growth in gross income. 

Mr. Steminskt. So that there is no misunderstanding between the 
Secretary and myself, Mr. Mahon thinks I might be on record as 
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recommending that the tax structure for the individual be bolstered to 
match that of the corporations. I am sure we agree that was not the 
intent of my question. 

Secretary Humrpnrey. No. 

Mr. Steminski. Rather it was, could we lower the tax levied against 
individuals so that the dollar taken in proportionately would be about 
the same. Is not that what you nuaied me to bring out? 

Mr. Manon. I suggest in correcting your remarks you reveal your 
true intent. 

Mr. Cannon. Are there further questions? 

Mr. Secretary, we appreciate your attendance. Your testimony 
has been educational and interesting, but it has been of no advantage 
to the committee in reducing this budget. 

If you have anything further to give us which you think would be 
helpful to the committee in preparing to submit the budget to the 
House, we shall be glad to have it. 

Secretary Humpurey. I have nothing further to suggest except to 
thank the committee for the opportunity to be here. 

Mr. Cannon. And we thank you for coming. 

The committee will stand adjourned until. 10: 30 tomorrow morning. 


Tuurspay, JANUARY 24, 1957. 
BUREAU OF THE BUDGET 
WITNESSES 
BUREAU OF THE BUDGET 


PERCIVAL F. BRUNDAGE, DIRECTOR 

A. R. JONES, DEPUTY DIRECTOR 

ROBERT E. MERRIAM, ASSISTANT DIRECTOR 

PERCY RAPPAPORT, ASSISTANT DIRECTOR 

WILLIAM F. McCANDLESS, ASSISTANT DIRECTOR, BUDGET REVIEW 


INTRODUCTORY STATEMENT 


Mr. Cannon. The committee will be in order. 

We have with us this morning the Director of the Budget, Mr. 
Brundage. 

Mr. Brundage came to see me some time ago and said he would like 
to be of service to the committee in any way he could in processin 
the budget and asked that we feel free to call on him at any time, oad 
he would be glad to give us the benefit of his counsel and advice. As 
a result of his suggestion, we have:asked him to come today in order 
that the entire committee which deals with the budget might have 
opportunity to discuss with him both the budget as a whole and the 
budget as it particularly applies to the respective subcommittees. 

We are very glad to have Mr. Brundage with us. Regardless of 
the influences back of him, he is the architect of this budget. He 
made the final draft and submitted it to the President. The President 
has approved it and submitted it to Congress, and it is now before us. 
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We would be glad at this time to have any comments which Mr. 
Brundage might care to make in this connection, and any suggestions 
as to methods of handling it and processing it in the committee and 
the various subcommittees. 

Mr. Brundage, we would be glad to have a general statement from 
you and any recommendations you think would be helpful—in fact 
any comments which might be important at this time, before the 
subcommittees start work on their sections of the budget. 


GENERAL STATEMENT OF THE Bupcer Drrecror 


Mr. Brunpace. Thank you, Mr. Chairman and members of the Ap- 
Se. Committee. Iam very happy to have this opportunity. 

We have been working on this budget for almost a year now. We 
started in the spring asking the agencies for their general programs, 
what they intended to consider, changes in current programs, what 
new programs they envisaged, what programs were ended or could 
be ended or could be reduced. Then we had our discussions with the 
President and the Cabinet who set general guidelines, and then con- 
sideration of the detailed estimates and justifications of the depart- 
ments, and at the end of September we got together again. Our 
staff, of course, is working all year round with the various depart- 
ments and agencies, but they give a special combing over in October 
and November, of course, after the justifications come to us. 

Then we have another discussion at my level. I meet with each of 
the agency heads and department heads, we go over our recommen- 
dations and suggestions. Then I take them up with the President, 
and then each department or agency has the opportunity to appeal 
any of the decisions. It is therefore a very comprehensive, intensive, 
and exhaustive kind of an operation, and I don’t feel that any budget 
could have had more care and attention, more thought given to it, than 
this current 1958 budget, Mr. Chairman. 

Of course, it is prepared a long time ahead. I have had a lot to do 
with figures in my lifetime. I have made up a lot of budgets, but I 
have never run into anything like the United States Government 
budget before. The number of influences, the number of variables, 
the number of things which legislation requires us to do—for instance 
in the agricultural program, we don’t know how many farmers are 
coming in with how much wheat—all these factors give us a terrific 
amount of difficulty and uncertainty. 

All I can say is, gentlemen, that this is our best considered estimate 
based on all the information available at the time of its preparation, 
as to what would be a fairly balanced program to protect this coun- 
try and to supply the services which we feel our citizens depend on 
and would like to have and feel are justified from the Federal Gov- 
ernment. 

I might say the general guiding thoughts, of course, could be divided 
perhaps into foreign and domestic. In the foreign field we have had 
events with which you are thoroughly familiar, coupled with a weak- 
ening of the satellite bonds and a stiffening of the Soviet position. 
There was a feeling that perhaps they had gone too far with the de- 
Stalinization program, and it was no time for us to relax our guard. 
Therefore with.the additional cost of new weapons and new replace- 
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ment items and the undesirability of reducing our forces we had to 
come up with a proposal for an increase in the ‘Defense budget. 

We think it is a reasonable budget when you take into consideration 
that a B-29 costs only $680,000; the last B-36’s cost $4 million each; 
and a 8-52 now costs $8 million. You see one of our serious problems. 

On the other hand, these newer weapons, these newer planes, these 
newer devices are many, many times more effective, so that has to be 
balanced against te additional cost. 

You also have tle problem as to whether we can rely entirely on the 
newer weapons or must have basic protection with conventional weap- 
ons. Of course, you will go into that with the military. I am just 
giving you the high spots as they affected our budget preparation. 

On the domestic scene we have prosperity and we have severe infla- 
tionary pressures. We had a pretty stable price level for a couple of 
years which turned along in May and June, and the wage pressures 
and price pressures became increasingly difficult during the prepara- 
tion of the budget. 

We felt that the additional costs had to be taken into consideration 
in our program. We have not tried to forecast further increases in 
costs. Our program for 1958 is based on our best estimates of cur- 
rent costs. 

Wages, of course, have gone up very substantially in the last couple 
of years. Inthe Federal Government we have had a reduction in total 
staff since 1953 of some 240,000; at the same time we have a total pay 
cost which is up about $100 million, so you see the difficulty there. 

I have some percentages if you w ish to go into those later on. 

We have construction costs going up. The St. Lawrence seaway 
came in for a supplemental, for an additional estimate I should say, 
because they found that there was a shortage of equipment, there wa 
competition for dredges, and that the early contracts which were let 
turned out to have losses in them, and the newer contracts had to 
be let at higher figures. There was some error in engineering esti- 
mates, the actual digging brought forth more rock than had been esti- 
mated, but aside from that the costs all along the line were up, so 
we thought we should minimize our construction expenditures while 
these heavy pressures exist in our economy, while we have this short- 
age of labor, money, materials, and equipment. 

However, we didn’t want to turn our backs on the needs for con- 
struction for these new programs, so we tried to hit a reasonable com- 
promise and urge all of the departments and agencies to put in their 
essentials but not to go ahead with anything that could be properly 
postponed, and also to hold their present personnel levels. As to per- 
sonnel, we asked them not to hire any more people if they could re- 
place those resigning by transfer or could terminate their position. 

That kind of “approach was taken, and we asked them also to try 
to hold salary levels because we feel part of the differential between 
Government salaries and outside business salaries has already been 
made up, and we don’t want to add any more than necessary to the 
inflationary pressures. 

During this same period we are faced with the need for making 
up shortages in schools and for other desirable programs. We felt 
we should not turn our backs on these needs but rather that we should 
go ahead on a moderate level. We want the prosperity to be more 
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widely shared and individual opportunity enhanced because we think 
this is necessary to continue the economic growth of our country. 

The resulting provisions in the budget, I think, could be summar- 
ized perhaps as follows: 

We are not recommending any tax reductions. We felt that in 
order to have a sound fiscal policy we would have to ask for the con- 
tinuation of present tax rates. 

We have also set limits on the recommendations for general wel- 
fare, to programs toward the general improvement in the standard of 
living of the country. 

We have provided for a balanced budget and a reduction, a moderate 
reduction, of the public debt. 

We have recommended that the States, municipalities, and private 
interests participate as much as possible in these programs. We firmly 
believe in the soundness of the partnership pr inciple which the Presi- 
dent. has spoken about so many times. We think that if the Federal 
Government takes over complete control, the individuals and the 
cities and States do not have the same feeling of responsibility, are 
not as interested in economy and joining in the operation. 

We want the Post Office to be put as nearly as possible on a self- 
supporting basis. We feel that the general principle of user charges 
is sound. We don’t want to rely too heavily on the income tax. In 
effect, 2 Federal expenditure is merely tapping the income of the 
individual citizen to the extent it uses Income-tax funds and assigns 
them to special purposes, 

Wherever you can get a user to pay a fair charge for a special service 
he gets, we think that is a desirable thing, and we would like to see 
that ex xplored. 

We also would like to see more flexibility in the formulas that 
Government can charge for interest on various obligations. You know 
there are some statutory limitations now. 

While we have done the best we can, we intend to continue to exercise 
restraint and economy. As the President said in the budget message, 
and as Secretary Humphrey has said, we will continue to ask all ‘of 
the departments and agencies to restrain their expenditures in the 
hope that when this budget actually takes effect beginning next July, 
and continuing for another 12 months, that we will be able to live 
within the totals. 

The President said in his concluding paragraph: 

This budget— 
provides funds for all necessary Government activities on a reasonable scale, 
and efforts will continue to be made by every executive department and ageney 
to improve efficiency and to maintain expenditures well within the budget 
estimates. It is a carefully balanced budget—balanced in its receipts and 
expenditures, balanced in its choice of programs. I consider it well adapted to 
the needs of the present and the future. 

Your help, Mr. Chairman and members of the committee, will be 
appreciated in making these economies possible, in allowing us to slow 
down construction programs where there is severe competition in the 
areas. Certain areas are more difficult than others. We haven’t any 
bids from certain areas on new proposals, and in others they seem out 
of line with the long-range trend. 

We would like you to help in minimizing new starts which mean 
using funds at this time to bid against ourselves in all the other 
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projects we are working on; in holding down payroll proposals for 
increases; in giving us the postal revenues that we need to properly 
carry on the operations of the Post Office Department and in con- 
tinuing the present tax rates. 

I have some general summaries of the increases between 1957 and 
1958, between 1955 and 1958 which I would be glad to present. I 
don’t suppose 

Mr. Cannon. Those are in tabular form, Mr. Secretary ? 

Mr. Brunpace. No. I was just going to comment on them. I 
would be very glad to try to answer questions. I have brought Mr. 
Rappaport, Assistant Director, who is in particular charge of trying 
to improve the Government accounting on an accrual basis. He has 
been working 10 and 12 hours a day on that. 

I have Mr. Merriam, Assistant Director who is in charge of gen- 
eral activities in various areas. I have Mr. McCandless, Assistant 
Director in charge of budget review. 

We will try to answer any specific questions, or, if you like, I could 
give you a general rundown, whichever you prefer. 





METHOD OF FORMULATING THE BUDGET 


Mr. Cannon. Mr. Director, when John Taber and I first came to 
this committee, more than 2 or 3 years ago, it was our understanding 
that, in formulating the budget, the department heads called in their 
individual bureaus and divisions, which in turn called in the heads 
of the various activities, and asked for the submission of estimates of 
cost of continuing their work for the ensuing fiscal year. These esti- 
mates having been collected and studied, the department made various 
changes thought necessary, reducing many of the requests for funds. 
These estimates were presented to the Budget Bureau, processed and 
acted upon. Thereafter the Director of the Bureau presented the 
budget estimates to the President, they were approved and submitted 
to Congress. 

It is our understanding that in recent years there has been a change 
in this process. Now, instead of coming from the bottom it comes 
from the top, and each bureau and department and activity is told 
“We propose to allocate you so much money. Keep yourself within 
that sum.” 

The process has changed completely. It is formulated from the top 
down rather than from the bottom up. 

Would you say that is true, Mr. Director? 

Mr. Brunpace. I think it has been a little different during the last 
couple of years, Mr. Chairman. I may have had a little something to 
do with it because in the fall of 1954 we had to work so hard in October 
and November to get the budget together—presentations having come 
in at the end of September—and the boys were putting in an average 
of 12 to 14 hours a day before the budget actually was prepared, I took 
it up with the Director and we decided to see if we could not start a 
little earlier. 

I might say that I have been tremendously impressed with the qual- 
ity and the knowledge of our civil service staff there—we decided that 
if we discussed these proposed programs with the agencies in the 
spring as well as in the fall, it would save this terrific hassle. So in the 
last 2 years, in initiating the presentation, the preliminary assembly of 
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the figures, you might say, we have consulted with the agency heads 
and pulled together some preliminary figures which were then com- 
bined and disct ussed with the President and the Cabinet, and also with 
the Treasury to get their estimates of income, and certain general 
guidelines were established. 

Those in turn were conveyed to each of the departments to help them 
in preparing and submitting their formal application and justifies 
tions in September. 

Mr. Cannon. In other words, you established ceilings? 

Mr. Brunpace. Well, in certain cases we established ceilings; in 
certain cases we established what we called targets and goals, depend- 
ing on the type of the program. 

For instance, we didn’t establish any ceilings in Defense or for 
Atomic Energy or for certain other programs. In many of them we 
could not establish a ceiling because they were sort of open end items 
like the agricultural program. All we could establish was a goal or a 
target, but we tried to get a balanced type of picture; yes, sir. 


INCREASE IN THE BUDGET 


Mr. Cannon. When you and Mr. Rappaport came up to see me 
last year, you indicated you believed substantial economies could be 
effected and your visit to me on that occasion was with that in view. 
So I must confess, Mr. Director, I was a little surprised that, although 
last year’s budget was higher than anything we had had up to that 
time in time of peace, this year you ran approximately $3. billion 
above even that highest point. I was hoping this economy you and I 
discussed at the time could be effected and would result in a decreased 
budget rather than in an increased budget. 

Secretary Humphrey told us yesterday that $1 billion was so 1: arge 
an amount that he could not comprehend the buying power of 
But this budget is $3 billion, three times that amount, higher inn 
last year 

As you have indicated here, there has been an increase in cost of 
labor, increased cost of material, costs of construction have gone up; 
but how do you account for this surprising increase in the budget out 
of all proportion to normal increases ¢ 

Mr. Brunpace. Well, $2 billion of the $3 billion, Mr. Chairman, is 
in the military, and of that $1.8 billion is about evenly among 
the services, about $600 million each for Air, Navy, and Army. 


NONDEFENSE BUDGET ESTIMATES 


Mr. Cannon. I can see, Mr. Director, that when you come to the 
defense items that there is naturally wider limit. No price is too high 
to pay for continued survival of the Nation. But how about those 
nondefense items? 

Mr. Brunpace. Another $400 million is in the Atomic Energy Com- 
mission. As you probably recall, for several years they have been 
expanding their productive capacity, and the amount of ur: nium- 
ore program and the production of fissionable materials and 
weapons 1s—— 

Mr. Cannon. You are still under the national security heading. 

87404577 
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Give us the reason you thought it was necessary to increase these 
nondefense items so materially above last ye 

Mr. Brunpace. Actually, as you know, if you exclude the protec- 
tion items, which are military, atomic energy, and mutual security, the 
others are about offset. The decreases exceed the increases. They 
about break even. 

Mr. Cannon. We inserted in the record yesterday tabulations which 
will appear when yesterday’s hearings are released, in which it ap- 
pears that running from the fiscal year 1954, 1955, 1956, estimated 
1957, and estimated 1958, that as per the budget the expenditure 
figures are, including the highw ay program, $20, 9 billion, $24.0, $25.9, 
$29.1 and $30.3 billion for other than major national security items. 
a steady and consistent increase. 

Mr. Brunpace. Excluding “protection” and “interest,” the actual 
expenditures of all of the departments in 1957 are estimated at 
$18,973 million, and in 1958 at $18,956 million. 

I can give you the ups and downs within that figure. The biggest 
“up,” of course, is the sc -hool program, and the og ams of HEW. 
The Office of Education is up $250 million, Public Health Service 
$100 million, increased Federal sharing in public-assistance payments 
resulting from new legislation last year up $100 million. 

Veterans’ Administration is up $200 million ; that includes increased 
compensation and pensions as more veterans become eligible. 

Civil Aeronautics in Commerce is up $100 million. The principal 
decrease was the civil-service retirement fund which is now charged to 
departmental operations by law, as you know. 

Mr. Cannon. Of course those individual figures substantiate what 
has just been said, there are continual increases. The budget is higher, 
both as to spending and authority to obligate, and it has been increas- 
ing every year since 1955. 


FEDERAL PERSONNEL 


Mr. Cannon. You referred to the reduction of Federal employees. 
for example, since 1953. Of course, 1953 was a war year. Our Gov- 
ernment defense installations were going full blast at that time. What 
part of the reduction in personnel since then has been in Defense? 

Mr. Brunpace. I think—— 

Mr. Cannon. Has there been an increase or decrease ? 

Mr. Bru NDAGE, Well, the number of Federal civil employees on 
January 31, 1953 was 2,623,000. The last figure I have is October 31, 
1956, 2.383.000, a reduction of about 240.000. 

Mr. Cannon. Has there been an increase or decrease in civilian 
agencies ? 

Mr. Brunpace. This is all civilian; is it not? It is civilian per- 
sonnel. 

Mr. Cannon. My question was what part of this was in defense 
installations ? 

Mr. Brunpace. Commerce is down 8,700; Treasury down 8,500; 
Interior down 6,200; TVA down 6,200; Housing 2,400 down; Defense 
is down 243,000. All the other agencies together are up 35,900. 

Mr. Cannon. Everything else is on the increase? 

Mr. Brunpace. Yes. 





| 





THE BUDGET FOR 1958 97 


Mr. Cannon. In your totals? 

Mr. Brunpaae. Yes, sir. 

Mr. Cannon. We were told yesterday that increase in personnel 
was 30,000 in this budget over the last budget, with no compensatory 
transfers. What accounts for that increase? 

Mr. Brunpace. I am not sure about the 30,000. Generally speaking 
the program has gone up in this last year. That is one of the things 
that has been giving us greatest concern, why we are trying to keep 
the lid on any further increases. 


RETENTION OF CURRENT TAXES 


Mr. Cannon. You referred in your testimony just now to retention 
of the tax. Your comment was, that there is no possibility of a de- 
crease in taxes during the coming fiscal year. 

Secretary Humphrey yesterday said we could not have a tax de- 
crease when the trend of expenditures was up. We could only have 
« decrease in taxation when the trend of expenditures was down. 

Judging from this budget, where the trend of expenditures is in- 
creased, and following the Secretary’s formula, we cannot expect a 
decrease during the coming fiscal year in taxation ? 

Mr. Brunpace. By the “coming fiscal year” you mean during 
1958 ¢ 

Mr. Cannon. The period covered by your budget. 

Mr. Brunpage. I would hope that we would not cut taxes which 
would affect this period; yes, sir. 


BALANCING OF THE BUDGET 


Mr. Cannon. You mentioned, also, the balancing of the budget. 
Was the budget balanced through economy, through retrenchment ? 
Did you cut expenditures to bring about this balancing of the budget ? 

Mr. Brunpacr. Well, we did cut expenditures in many areas, yes. 

Mr. Cannon. As a whole? 

Mr. Brunpacr. Asa whole; no. I would like to say for the record, 
though, that personnel of the Bureau of the Budget has gone down 
from something over 500 to approximately 430, even including some 
increases that were made this last year. 

Mr. Cannon. Of course, economy begins at home, Mr. Director, 
but we also would like it to extend to the entire budget. 

It isevident that you have not balanced the budget through economy, 
through retrenchment, through reduction of expenditures. The reason 
the budget is balanced is because of the additional revenues, and 
through the retention of Korean wartime taxes; is that true? 

Mr. Brunpace. I would not say that, no; because we have made in- 
numerable economies and innumerable savings. 1 could fill a book 
with them throughout. 

But in addition to the economy growing, our programs have grown. 
I think the health program is a good example. We are proposing some- 
thing over $600 million for various health programs, hospital con- 
struction, for all the national health institutions, and all those kinds 
of things as compared to—I am checking the figure for 1953. It was 
a small fraction of that, and it has gone up ¢ about three times. 

Those kinds of programs have gone up even after cuts have been. 


made. 
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Mr. Cannon. That is always a popular item, Mr. Director. We 
are all interested when you talk about health. W ouldn't you rather 
live a little while longer? Wouldn't you rather be saved from heart 
dlisease, cancer, and tuberculosis! 

It is difficult to get people to vote against heart disease, tuberculosis, 
and cancer control. 

Mr. Brunpace. That is the kind of difficulty that we have. I went 
out to the Health Institutes last year to find out how they were spend- 
ing all this money. I do think that they have some good programs. 
I think all the j programs are good. 

Mr. Can 18%, Good programs but they haven't yet found the cause 
of cancer and they have not cured any cases except by surgery. They 
did that 10 years ago. 

Mr. Brunpace. They have discovered a lot of things. I would also 
call your attention, Mr. Chairman 





TAX EXTENSION - RECOMMENDATIONS 


Mr. Cannon. One question, Mr. Director, before we get away from 
this. How much do you estimate the Korean war-tax revenues 
amounted to? How much did the war taxes bring into the Treasury 
last year and how much do you expect them to bring into the Treasury 
during the coming year ? 

Mr. Brunpace. 1 do not know. Do you mean the extensions that 
we are asking / 

Mr. Cannon. Yes. You recommend that they be extended. 

Mr. Brunpace. It is about $2.3 billion, I think, on an annual basis. 

Mr. Cannon. Then we can say that had it not been for these war 
taxes, in time of peace, we could not have balanced the budget, even 
with our vastly increased revenues ? 

Mr. Brunpace. That is why we are asking for an extension; yes, 
sir. 

Mr. Cannon. Although we are not at war. 

Mr. Brunpace. We did make a substantial cut in those taxes back 
in 1954, of course. 

Mr. Cannon. But you are still levying wartime taxes. 

Mr. Brunpace. Yes; that is right. 

Mr. Cannon. And you balanced the budget with wartime taxes 
long after the war has been discontinued. 

Mr. Brunpace. Well, I do not know whether you can call them 
wartime taxes or not. 

Mr. Cannon. They were levied during the war to provide extra 
money to support our armies in the field. 


PUBLIC DEBT 


Now you say, Mr. Director, that you have made a modest payment 
on the debt. How much of a payment do you expect to make on the 
public debt in this coming fiscal year? 

Mr. Brunpace. We paid off $1.6 billion in 1956, and we expect to 
pay the whole surplus in 1957, plus about $500 million out of cash 
balances. I think we expect to pay off about $3.8 billion, for the 2 
years. 
~ Mr. Cannon. What is the total debt at this time? 
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Mr. Brunpace. Our estimate at the end of fiscal 1957 would be 
$270.6 billion. 
COST OF FINANCING THE PUBLIC DEBT 


Mr. Cannon. But you recommend an increase in the cost of 
financing the debt. 

Mr. Brunpace. Yes. 

Mr. Cannon. You report a material increase in the amount to be 
used to pay the interest and to finance the public debt. 

How ions the amount which you recommend for financing the public 
debt in the coming fiscal year compare with the amount in ‘the current 
fiscal year ¢ 

Mr. Brunpage. It is up $100 million. 

Mr. Cannon. The item for interest, which in 1958 is budgeted at 
$7.360 million, includes an increase of $100 million over 1957 and $514 
million above 1956. 

Mr. Brunpace. That is right. 

Mr. Cannon. Considering the increased cost of carrying it—and I 
take for granted that cannot be reduced in the future unless the debt 
is reduced—you do not expect at any time in the future to reduce the 

‘ate of carrying the public debt? 

Mr. Brunpace. I do not know. I hope that the current high interest 

rates will not continue indefinitely. 


AMORTIZATION OF THE PUBLIC DEBT 


Mr. Cannon. Considering the increased cost, then, of carrying the 
public debt, and the amount which you have paid or which you propose 
to pay in the coming fiscal year, how long would it take you to liqui- 
date the public — ‘at that rate? 

Mr. Brunpace. I do not know. I have not computed it. 

Mr. CANNON. Suppose you compute it and put it in the record, if 
you will. 

Mr. Brunpace. All right, sir. 

(The information is as follows:) 


On basis of an annual payment of $9.113 billion ($1.813 billion estimated 1958 
surplus plus $7.300 billion estimated 1958 interest on the public debt), covering 
both interest and principal, it would take approximately 59 years from July 1, 
1958, to pay off the public debt. This computation assumes that the average 
rate of interest on the debt would remain unchanged and that payments on the 
principal would be made annually. 

(Commirrer Nore.—In respect of the foregoing calculation sup- 
plied for the record by the Director, it should be noted that the 
resultant amortization period of 59 years assumes (1) payment of 
interest at the currently prevailing computed average rate (2.67 per- 
cent), (2) a starting principal of $269.2 billion, the budget estimate 
of debt at June 30, 1958, and (3) annual payments on the principe! 
as of June 30 each year. 

(The average interest rate on the debt has been increasing. Even a 
fractional percentage variation materially affects the resultant amorti- 
zation period in such a calculation. It is not unreasonable to assume 
under present conditions and in light of recent experience that the 
average interest rate may increase further. Ther efore, to more acutely 
point up the magnitude of the debt burden, including interest at 
what may be the more realistic assumption under present conditions, 
the following t tabalation | is included. It assumes a 3.0 percent interest 
rate, annual payments, and original principal of $275 billion, the 
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permanent statutory debt ceiling | (the gross public debt subject to 
ceiling on January 24, 1957, was $275.8 billion) ). 


Amortization of the national debt—Compartive cost of various plans 


(Original principal: $275 billion; conditions: (1) 3 percent interest, 
(2) annual payments) 


: | ¥ 
Final payment (A. D.) Number of | Annual payment Total payments? 





years | required ! | 
lice oA ae can ins OS 5 ELL ’ u heh SEB Bee hs Soot 5 ee 
| 
o_o SARE MRS Te bed 44 | $11, 338, 207, 894. 26 | $498, 881, 147, 347. 44 
NP gs ee 2 = 94 8, 796, 527,664.94 | 826, 873, 600, 504. 36 
kis cetinns ; : | 144 | 8, 268, 602, 150. 60 |1, 205, 078, 709, 686. 40 
1 Annual payments include interest charges, and are stated to the nearest full cent. These results were 


obtained by rounding off decimal parts of cents, and not by interpolatio 

2 Total payments, as stated above, are multiples of the ideal annual payments, Ina practical ipplication, 
there would be a small variation in the final annual payment, because of ‘“‘breakage’’: errors which result 
from the annual calculation of interest to the nearest full cent. 


POSTAGE COSTS 


Mr. Cannon. Incidentally—and it is a minor item compared with 
the amount with which we are dealing here—you are recommending 
an increase in the cost of postage. How much do you recommend 
as an increase in the cost of carrying first-class letters ? 

Mr. Brunpace. I believe that the Post Office has alternative pro- 
posals, but I personally would be in favor of a 5-cent first-class rate. 

Mr. Cannon. Five cents. You think it ought to be raised from 3 
to 5 cents? 

Mr. Brunpace. I would, personally; yes. 

Mr. Cannon. I will say it was st: ated on the floor last year, when 
this was up, that the public wanted this increase. So, wherever I 
went I asked: 

“Do you want an increase in your postage from 3 cents to 4 cents, 
or 3 cents to 5 cents?” 

I.did not find a single person who favored it. I merely mention 
that because of the statement made on the floor last year that the public 
favored it. 

Mr. Brunpace. I do not think the public wants taxes to go up, either. 

Mr. Cannon. As a matter of fact, first-class postage pays its way 
at 3 cents. 

Mr. Brunpace. I do not think so; no. 

Mr. Cannon. Will you make a computation on that and include it 
in the record ? 

Mr. Brunpace. We have been working on that. 

(The information is as follows :) 

The Post Office Department reports that, on any logical basis of accounting, 
first-class mail is losing money. 

Preliminary figures for fiscal year 1956 indicate that the Government lost 
more than $20 million on first-class mail on a straight allocation of costs. If 
cost increases experienced during the fiscal year had been effective for the full 
year, the loss would have been greater. Furthermore, ‘these figures do not in- 
clude the many indirect costs that need to be considered in view of the preferen- 
tial treatment first-class mail receives. This is a great contrast to the historical 
relationship whereby first-class mail, until recent years, traditionally realized 
30 percent or more above allocated costs. 

Mr. Rappaport. We are not at the point where we can report any- 
thing on that, but, of course, as everybody knows, the deficit arises 
largely in the classes other than first class. 
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Mr. Brunpace. Mr. Rappaport and others in our Bureau of the 
Budget are working on an attempt to allocate costs to try to arrive 
at that figure. We have not gotten it yet. 


ADDITIONAL FUNDS FOR THE BUDGET BUREAU 


Mr. Cannon. Mr. Director, when you and Mr. Rappaport came up 
to see me last year, you told me you needed additional funds in order 
to effect economies. We provided $385,000 additional for 1957, 
or practically all of the $405,000 requested. These funds were re- 
quested in order to permit Mr. Rappaport to hire additional employees 
to establish an economical budget for the coming year. 

I discussed it at the time with Mr. Taber, of New York, and Mr. 
Taber remarked that every time he recalled requests for additional 
funds in order to effect economies, it had always increased the cost of 
administration, without getting the economy. I trust this year is an 
exception, and you have effected economies through the expenditure 
of this additional amount. 

How much of this amount have you spent during the current year? 

Mr. Brunpace. Of this additional amount? Do you have that, 
Mr. Rappaport ? 

Mr. Rappaport. I would estimate for the current year we will prob- 
ably spe nd about $350,000. 

Mr. Cannon. And you have hired how many additional employ ees ? 
Mr. Rapparorr. We hired something in the neighborhood of : 
additional employees; that is, professiona al and nonprofessional. a , 
these employees were hired over a period of several months, and they 
are only now being productively engaged. It is going to take months 

and perhaps years before the effects of their work can be realized. 

You cannot change this Government overnight so far as procedures 
go and so far as practices go. It is aslow process. But the indications 
are, as I see them today, that this project will produce results that 
would be in the way of economy, sir. 

Mr. Cannon. I trust that is so, because that is what we are striving 
for. 

As I understand it, for 1956 the Bureau of the Budget staff cost 
us $3.559,000:; for 1957, $3.935,000; and for 1958 the estimate is 
$4,400,000; so there is a steady increase for the last 2 years, 1957 and 
1958, in the cost of the Bureau of the Budget. 

We granted in 1957 a net increase of $376,000, and you request for 
1958 a further increase of $465,000 of which $230,000 is for retire- 
ment contributions. 

As I have it here—and I should like to have you corroborate this, 
if it is correct—your personnel in 1956 for the Bureau of the Budget 
was 22 employees; for 1957 it is 450 employees; and for 1958 it is 
to be 470 employees. That is a rather substantial increase. 

Will vou tell us briefly, Mr. Brundage, what you have been able to 
accomplish with this increase in money and employees? 

Mr. Brunpace. I might say that 3 years before 1956 we had over 
500 employees and then we cut out all of our field offices; eliminated 
the field offices. 

Mr. Cannon. What year was that? 

Mr. Brunpace. Well, in 1952 and 1953. 

Mr. Cannon. You were still carrying the war increase. 
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Mr. Brunpace. No. No, that dates back quite a while. That dates 
back 5 or 10 years. 

What we are doing now is concentrating on this accounting group 
and our management group. The management group under Mr. Finan 
is going into management surveys of ¢ all the departments to try to help 
in that field. The accounting group, under the general direction of 
Mr. Rappaport, is helping the departments install accrual cost ac- 
counting. 

As I told you last year—I think you may remember—this is going 

to take at least 5 years to effectuate, but I think we are making ood 
progress on it. 

I might say, too, that the legislative budget is up, during this same 
period we have been talking about, from $85 million to $122 million. 


EVALUATION OF THE BUDGET FOR 1958 


Mr. Cannon. Of course, a considerable part of that is due to non- 
recurring construction. Running expenses have not gone up that 
much by any means. 

The Secretary of the Treasury was before us yesterday. We hoped 
to have his cooperation. He had been telling the press that he thought 
the budget was entirely too high and it ought to be cut, but, when 
he came before us yesterday, he said he thought it was as good a budget 
as could be written. He had changed his mind in the meantime. 

Although the Secretary perhaps was more familiar with the opera- 
tion of the Federal departments than any other one man in the country, 
he could not recommend a single item which he thought might be 
reduced. He urged us to examine it with careful scrutiny. We 
always do that. But he did not say that there was a single item 
that was too high. 

I take for granted that, by submitting this budget, you think the 
entire amount ought to be appropriated | as requested ? You do not 
think that any part of it could be cut? If you had thought that any 
part of it could be cut, you would not have submitted it: is that true? 

Mr. Brunpace. That is correct. 

Mr. Cannon. So you and the President and the Secretary of the 
Treasury are rec ‘ommending every item of this budget. It is not only 
$3 billion above last year’s, ‘but is about $8 billion above 1955, and still 
vou tell us you do not think it can be cut anywhere. 

The Secretary of the Treasury also told us yesterday that he thought, 
in processing this budget, we should turn out a good budget. He said 
it should be not too high and not too low. 

Mr. Manon. A right budget. 

Mr. Cannon. Yes, a right budget. A right budget, not too high 
and not too low. 

Would you say that aptly describes this budget you have sent down 
to us; that it is not too high and not too low? 

Mr. Brunpace. I think it is a reasonable budget. I think any set 
of budget figures is a compromise between desires on the one side and 

capacity on ‘the other. I think it is a well-balanced budget ; yes, sir. 

Mr. Cannon. Then what did you intend us to understand, Mr. 
Brundage, when in my office last year you said that you thought econo- 
mies could be effected by prov iding this extra money for the Bureau of 
the Budget? Do you mean by that if we had not spent this extra 
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money for the Bureau of the Budget, this budget would be even higher 
than it is now and you have effected economies in the figures you sent 
down to us? 

Mr. Brunpace. I do not think the additional money you granted 
us last year has aan ed anything that could be effective in this ‘budget, 
Mr. Chairman. What I would hope is that when we get better ac- 
counts and more uniform accounts, it will help management in con- 
trolling the expenditures. I do hope they can do that better than at 
yresent. I have seen that happen in business and I do not know why 
it should not happen in government. 

Mr. Cannon. If this budget i is a just budget, if it is a fair budget, 
if it is an economical budget and if it isa right budget, do you think 
it can ever be reduced? Do you think that never again can we have 
in this country, or ought we have in this country, a smaller budget? 

Mr. Brunpace. I would hope that we would be able to reduce it very 
substantially. I hope that the world conditions will improve over 
the next few years. 

Mr. Cannon. I notice that when you were interviewed recently by 
the newspapers you were asked : 

Do you see any end in sight, or is this Federal budget going up and up and up, 
or What? 

Your response was: 

I think as our country grows and the economy gets larger—I think some ex- 
penditures will have to go up. I personally think we ought to be able to hold 
the overall total pretty close to what it is now, at least another year or so. 

Now, that is a rather pessimistic view of the future. You do not 
even expect to hold it to the present figure or, at best, not more than 
a year or so. 

According to what the Secretary told us yesterday, when he said we 
could have reductions of taxes only when there was a downward trend 
and we could not have reductions of taxes with an upward trend, this 
would mean you see no prospect in the future, then, of reducing taxes. 

Mr. Brunpace. No. I would certainly hope we would be ‘able to 
reduce taxes. If we can hold our expenditures for a couple of years 
at even this level, I think the expanding economy will enable it. 

Mr. Cannon. You think it is doubtful whether we can hold them 
at this level or not. You think if there is any change in this budget it 
will be up instead of down ? 

Mr. Brunpace. | am fearful of it; yes. 

Mr. Cannon. That being true, you see no hope, then, according to 
the formula given to us by the Secretary of the Treasury, of future 
reductions in taxes. 

Mr. Brunpace. I would not say that. I am very hopeful of re- 
ducing taxes. If we can hold our current level of expenditures for 
1959, then I think we ought to be able, with an expanding economy, to 
have enough to cut taxes applicable to 1959. 

Mr. Cannon. But the Secretary says it cannot be done when the 
trend is upward. You tell us the trend is up. Now, we are told that 
taxes approximate today about 25 percent of our income; is that 
correct / 

Mr. Brunpage. It is 20 percent, I believe. 

Mr. Cannon. Twenty percent. The figure given us was 25 percent. 
Senator Byrd says national, State, and local taxes take 29 percent of 
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income, but let us take 20 percent. That is a very large amount for 
the average man to pay out of his income, 20 percent of all he makes. 
Still, you see no prospect that expenditures will be less than the budget 
you have submitted. Is that the situation ? 

Mr. Brunpace. Well, it depends on what the community demands 
of the Federal Government. I would be hopeful that our present 
agricultural program would enable us to reduce the subsidies and the 
price supports. 

Mr. Cannon. You know, Mr. Director, the agricultural subsidies 
are the smallest of all the subsidies we pay. We pay subsidies far 
beyond that in many other industries. 

Mr. Anpersen. Mr. Chairman, will you permit me to ask a question ? 

Mr. Cannon. Mr. Andersen. 

Mr. Anpersen. I would like to have the Director of the Budget 
also give us some information relative to the possibility of reducing 
foreign aid, the part not having to do with defense. That is a very 
big function, far larger, Mr. Director, than anything having to do 
with agriculture. I wish I could hear something relative to that huge 
expenditure here, Mr. Chairman, rather than cracking on agriculture 
all the time, which is cracked on far too much for the good of our 
economy. 

Mr. Cannon. As I understand it, agriculture has the lowest income 
of any of the industries. It is the only industry which has not pros- 
pered in the last few years. According to the Director’s opinion we 
will, using a Biblical phrase, “take from him even that which he hath.” 
You now propose to reduce even the present small farm income. 

Do you see that in the immediate future, Mr. Director ? 

Mr. Bronpace. No. I was hoping that the soil-bank program and 
flexible supports would enable them to work out of the present surplus 
position so that they would not need help. 

Mr. Cannon. How could that be done? I would be glad if you 
and Mr. Andersen would agree on how that could be worked out so 
that agriculture could receive a fair share of the national income. 

Mr. Anversen. Mr. Chairman, I merely wish to restate that if the 
gentleman lays at the door of agriculture huge expenditures because 
of a prese ntly existing circumstance, that we should examine very 
carefully into the huge sum of money that we appropriate to go abroad 
to other peoples, other than that which has to do with our own defense 
abroad. 

Mr. Canrrevp. Mr. Chairman, you have vielded to my colleague. 
Will you yield to me for a short observation ? 

Mr. Cannon. I yield to Mr. Canfield. 

Mr. Canrretp. Mr. Brundage, why do you not tell this committee 
that the Congress of the United States is itself the key to the situation 
and that the : appropr iation for the legislative branch in 1958 exceeds 
that for 1956 by 43 percent? 

Mr. Cannon. And also say why you are recommending the highest 
peacetime budget ever made? 

Now, Congress is supposed to follow as nearly as it may recommen- 
dations of the President, the executive department. How can the 
President send down here the biggest budget ever sent in time of peace 
and expect Congress to cut it, when you say yourself that it is the 
lowest figure you can submit to us and when the Secretary of the 
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Treasury said yesterday he thought it was the best budget that could 
be planned under the circumstances. 

Mr. Brunpace. You asked me what my opinion was and I said I 
thought it was a reasonable and a fair budget. As good as I could 
prepare. 

Mr. Cannon. Undoubtedly the President thought that, too, or he 
would not have signed it and sent it down here, so you and the Presi- 
dent and the Secretary of the Treasury think it is as fair a budget 
as could be written under the circumstances. 

May I ask this: I note in the transcript of the press conference 
you held the other day you indicate this budget is drawn on the basis 
of postponing anything which is not really essential this year. I 
take it, therefore, you regard every item in the budget as really essen- 
tial this year. You have postponed, as I understand it, everything 
which could be postponed until some future time. 

Mr. Brunpace. No, I would not say everything possible. 

Mr. Cannon. You said in your transcript 

Mr. Brunpace. Everything we thought reasonably could be post- 
poned. 

Mr. Cannon. Here is what you said: 





This budget is drawn on the basis of postponing anything that is not really 
essential this year. 

What do you mean by that? 

Mr. Bronpacr. Those are the instructions we gave. I think they 
have been complied with to the extent of a reasonable interpretation. 

Take the State Department. I will not say their building could not 
be postponed, but it is so important, in the conduct of our foreign 
affairs that the Department be concentrated in one place, that I think 
it would be an unreasonable postponement. I will not say it could not 
be postponed. 

Mr. Cannon. Mr. Director, it seems to me that the most alarming 
feature of this alarming budget—and I consider it an alarming budget, 
when the people are already paying one-fifth of their income in taxes 
and you see no chance of it being less in the future—is its continuing 
increase in obligational authority. 


INCREASE IN OBLIGATIONAL AUTHORITY 


That is the key to future expenditures. You are not only giving 
us the largest peacetime budget we ever had, up to the present time, but 
you are proposing to increase the amount in the future through this 
increase in cbligational authority. 

For example, obligational authority is up $3.2 billion in 1958 
over 1957. As the Secretary of the Treasury said yesterday, that is 
a very large amount of money. It is also up $19.3 billion in 1958 
over 1955, and the unexpended carryovers are again on the increase, 
as shown in your budget. Do you not think it would be better for us 
to appropriate the amount we need, instead of entering into what 
amounts to larger commitments for future years, sometimes 3 or 4 or 5 
years ahead ? 

Why, in sending us this budget, have you increased the obligational 
authority ? 

Mr. Brunpace. Well, I would like, as you know, to see funds appro- 
priated on an expenditure basis, an accrued expenditure basis. I 
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would hope that perhaps your committee would support it this year. 

But our estimate of new obligational authority 1s somewhat less 
than our estimate of budget receipts. As long as we keep it within 
our receipts I do not think it is too dangerous. I do not like to see 
the balances of appropriations increase as they have in the last 2 
years, They increased $300 million in 1957 and $1 billion in 1958, but 
that is almost entirely in the Defense Department appropriations, 
because they wanted to make some long-term contracts. 

Mr. Cannon. You come to us saying you want to be helpful to us 
in the processing of this budget. Acknowledging your suggestion, 
which we very much appreciate, you have come down today and we 
are grateful to you for your appearance here and for all you have told 
us. But vou have not told us yet how we can save a single cent on this 
budget. 

Our big job now is to cut this budget. How can you help us? 

How do you suggest we proceed in order to reduce this budget 
and give the people of the country a more economical Government. 

Mr. Brunpace. I think you will just have to hear the presentations 
that we have heard by the different departments and use your judg- 
ment as to where cuts can be made. I have done the best can. I wish 
you all luck. 

Mr. Cannon. Well, all you have said is that we are lucky to have 
it as low as it is today and you expect it to increase in the future. 

I will say this: I am very much disappointed in your testimony, 
Mr. Brundage. 

Mr. Taber here, told the newspapers yesterday, as you doubtless 
noted in the press, he thought we ought to cut $3 ‘billion or $4 billion 
out of it. I was surprised at his saying that, because last year he said 
he thought we ought to cut $10 billion out of it. He is slipping a bit, 
but he says we ought to cut $3 billion or $4 billion out of it. Mr. 
Humphrey told the press it should be drastically cut. And still you 
Say we cannot save a penny. 

The gentleman froin Texas, Mr. Mahon. 


THE BUDGET PROBLEM 


Mr. Manon. Mr. Brundage, we are all Americans; we are not 
Democrats or Republicans. It has been my observation that both 
Republicans and Democrats are rather large spenders when they are 
in power. So the questions I shall ask you are as an American citizen 
and not necessarily as a Democrat. 

We are confronted here with great difficulties. We have a very 
popular President. He is very popular with all of our areas, in all 
our States. He has submitted a budget and has asked for this money. 
As I say, he has vast prestige, particularly in the military field and 
in foreign-aid matters, and he has submitted this budget and has asked 
us for the money. You and Secretary Humphrey have come down and 
emphasized the need for the money, and with your vast knowledge, 
having worked with this for approximately 9 to 12 months, you do not 
know where a penny could be cut. If you cannot cut a penny from it 
and you cannot give us any advice as to how to cut a penny, it seems 
to me you place 1 us in a pretty bad strategic position. What do you 


think? 
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Mr. Brunpace. I do not know. I think that is our statutory re- 
sponsibility, to come up with the best figure that we can decide. And 
I think it is your responsibility to comb it over and see if you agree 
with us. Isthat not so? I think if you could avoid adding anything 
- and would help us get the post-office rate, it would help. 

Mr. Manon. That would be something : if we do not add additional 
things to the budget. But I make the prediction—and my words will 
be in the record—that you, yourself, will come down with additional 
supplemental estimates, so you will be adding things, but you do not 
want ustodoit. That is about your point, is it not? 

Mr. Brunpacr. I hope I will not come up with any supplementals 
that we have not provided for in our budget. We have put in pro- 
visions for a good many supplementals as new legislation is intro- 
duced and as need arises. We have tried to provide some flexibility, 
too, like this $200 million for the Near East. That is to avoid having 
to come down and ask you for more money. I honestly hope I will not 
have to this year. 

Mr. Manon. You did it last year, did you not, Mr. Brundage‘ 

Mr. Brunvage. That is right. 

Mr. Manon. It looks to me that in the executive branch you are more 
or less playing both sides of the street. You have this big budget to 
capture—not necessarily for the purpose of capturing—the interest of 
the spending elements of the country, everybody who wants something. 
But you and Secretary Humphrey ‘have said, for the benefit of the 
conservative group, that you thought there were many places where 
the budget could be cut. At least, Secretary Humphrey said it. That 
is a gesture towards the conservatives who want to quit so much big 
spending. 

It is kind of a two-sides-of-the-street situation. I beg of you to 
understand the situation we are placed in here. President Eisenhower, 
with his vast military prestige, Sin sent down a military budget of $38 
billion. He thinks that is it. The people think he knows what we 
need for military purposes. You and Secretary Humphrey say that 
it is it, and then you say, “Cut it, if you can.’ 

We do not get very far that way, do we? 

Mr. Brunpace. I think you have a difficult job ; I will say that. 

Mr. Manon. Would you agree with me that the Government setup 
and the Government structure is quite complicated ? 

Mr. Brunpace. Very. 

Mr. Manon. Would you also agree with me, perhaps, that this busi- 
ness of Government spending i is to some extent relatively simple in 
this regard: That the way to cut expenses is for the President, through 
his Director of the Bureau of the Budget, to submit a reduced budget ? 
Do you agree? 

Mr. Brunpacr. W ell, you could cut expenditures if we submitted 
reduced recommendations and you approved them, yes. 


CONGRESSIONAL REDUCTIONS UNDER THE BUDGETS 


Mr. Manon. I would just like to check with you here. If the 
Executive will just submit the requests for lower amounts you will 
not only get the lower amounts but you will get even below that. That 
has been demonstrated during this administration. 
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In the 83d Congress, for the fiscal year 1955 we cut the budget $2.6 
billion and in the next year we cut the budget $2 billion. 

In the last session of the 84th Congress we cut it about one-quarter 
billion, I believe. 

So, if you want economy and if the White House wants reduced 
expenditures, all you have to do is request less money and we will give 
you less money. We will not increase the budget generally spe: aking. 
Do you agree? 

Mr. Brunpacr. Well, I do not know, but I would hope SO; yes. 

Mr. Manon. Do you not know? Please go back for the last 20 years 
and see where Congress has increased the P resident’s budget estimate. 
Generally speaking, we might in some items increase, but in the over- 
all we always—almost without exception—reduce the budget. There 
might be 1 year in 20 where we increase the budget of the President, 
be he Democrat or Republican. 

Mr. Brunpace. During my experience here the last 2 years it has 
been up each year in certain areas. 

Mr. Manon. What do you mean: It has been up? 

Mr. Brunpace. Your appropriations have exceeded our requests 
in the last 2 years. 

Mr. Manon. I am sorry; I must disagree. I would like for the 
point to be clarified. 

Mr. McCanouixss. I will say this, Mr. Mahon: Last year in the 1957 
budget 

Mr. Canrietp. Will the gentleman speak louder, please. 

Mr. McCanoress. Last year in the 1957 budget total, congressional 
action, some of which did not come thr ough this committee or through 
the regular appropriations process, did serve to increase the amount 
of new obligational authority available above what was recommended 
by the Executive, by about $2 billion. 

Mr. Wurrren. Will the gentleman yield to me? 

Mr. Manon. Did the President sign this? 

Mr. Brunpace. I can give you the details. The civil service retire- 
ment fund was raised $230 mil!ion. The Housing and Home Finance 
Agency was raised $541 million. The Commodity Credit was raised 
$500 million. Farm housing was $450 million. The Defense—mili- 
tary was $960 million. 

Mr. Manon. Do you mean a net of that? 

Mr. Brunpacer. These are by departments. In the Post Office, 
through the failure to enact the rate increase, an increase in the deficit 
of $350 million. 

Mr. Manon. I see. 

Mr. Brunpace. The National Institutes of Health was raised $75 
million above our recommendation. 

Mr. Manon. Yes. We did, in some instances, increase your recom- 
mendations and those increases were, of course, approved by the Presi- 
dent. in his signing of the various bills that were presented. So, of 
course, in a sense that made it a part of his budget and a part of his 
program when he signed it. 

My overall point is this: That during the Eisenhower administra- 
tion—and I would say during the Truman administration and the 
Roosevelt administration—has the Executive not consistently asked 
for more money than Congress appropriated in the overall budget ? 
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Mr. Brunpace. Just from general knowledge I would say “Yes.” I 
have not actually checked it. 

Mr. Manon. Mr. McCandless, will you give us the figures for the 
last few years on how much Congress has reduced the budget requests ! 

Mr. McCanpurss. I do not have them here, Mr. Mahon, in any 
orderly fashion. I think what you say is, generally speaking, true. 

In 1955 you mentioned a reduction by Congress net of about $2 bil- 
lion. That is about the figure I have. 

Mr. Manon. Yes. 


Mr. McCann ess. I think there was a slight reduction in total below 
the Executive recommendations in 1956, but in 1957 I believe that was 
not true, sir. 

Understand, sir, as I said, some of these things you heard Mr. Brun- 
dage read do not come before this committee; the new obligational 
authority for housing, and some of it for the CCC was prov ided in the 
basic legislation itself. So I want that to be clear, too. 

Mr. Wuirren. Will the gentleman yield, to clarify one point? 

Mr. Manon. Yes. 

Mr. Wurrren. There was $1.2 billion in the soil bank in the present 
fiscal year which was from borrowing authority of the Commodity 


Credit Corporation and did not appear in the budget, but it will show 
up as an expenditure. 


Mr. Manon. Yes. 

Mr. Witson. Will the gentleman yield to me for an observation? 

Mr. Manon. I would be glad to. 

Mr. Witson. With the great leadership forces in the House and 
Senate, the great Spee aker from the State of Texas and the great 
Majority Leader of the Senate, Lyndon Johnson, I do not see how 
the President could have turned down the recommendation of Con- 
oTess. 

Mr. Manon. My point is this: The greatest hope of this country, 
perhaps, to cut expenses is for the Executive, be he Democrat or 
Republican, and the Director of the Bureau of the Budget to submit 
«2 lower budget to Congress, because while we can cut budgets despite 
the popularity of the President, in most cases we cannot now—par- 
ticularly now in the defense budget—do a great deal of reducing. Do 
you understand the point I am trying to get over to you, sir? 

Mr. Brunpace. I hope you can make some reductions, but I hope 
particularly that you will not increase it this year. 

Mr. Manon. Yes; but in the current budget before us you are going 
up $7.2 billion above 3 yearsago. In other words, if we just play along 
with this trend we are headed for a very serious situation in our 
country and this budget, as I see it, smacks somewhat of fiscal 
irreponsibility. 

Mr. Manon. Mr. Brundage, is this the fact: That you have met 
with these Departments; you ‘know the great demand of our people for 
spending; you have met ‘with the various agencies and agreed to in- 
crease the budget. You could not hold the line; is that right? 

Mr. Brunpace. Well, I think that the programs which receive such 
popular support must be justified. 

Mr. Manon. In other words, you could not hold the line and you 
cannot tell us where to, but you have asked us to try to hold the line 
or make reductions, if possible. That is not a problem for Democrats 


or Republicans; it is a problem facing this country. It seems to me 
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eventually, somewhere, somebody has got to hold the line; but you 
have not been able to do it, as you have pointed out. 

Mr. Brunpace. The overall take, as the chairman mentioned, is 20 
percent this year as compared to 25 percent back in 1953, so I per- 
sonally do not feel it is too serious. I think most of these programs 
on which we have embarked have reached maturity, we will say, and 
that we can hold the line from here on out. I hope in 1959 we will 
not come in with a further increase. 

Mr. Manon. Do you think in 1959 probably the Executive will not 
come in with an increase 4 

Mr. Brunpace. I hope not. That is what I am striving for. 

Mr. Manon. Generally speaking, you can be sure if he does not 
come in with an increase there will not be any increase by Congress. 

I would like unanimous consent to place into the record the re- 
ductions or increases by Congress over appropriations requests that 
were made for 10 or 15 years. 

Mr. Cannon. That will be included in the record at this point. 

(The information is as follows :) 


Comparison of estimates and appropriations by sessions of Congress (fiscal years 
1946-57) 













Congress, Session Estimates Appropriations} Reduction 
i 
84th Cong., 2d sess_- ; $73, 298, 859, 629 | $73, 041, 364,417 | —$257, 495, 212 
84th Cong., Ist sess_. : 66, 023, 089, 195 | 63, 947, 281, 321 | ~2. 075. 807, 874 
83d Cong., 2d sess_.- 2 60, 770, 315, 686 | 58, 160, 445, 563. | | —2, 609, 870, 123 
83d Cong., Ist sess_- 77, 190, 083, 599 | 65, 156, 254,797 | —12, 033, 828, 802 
82d Cong., 2d sess__- ai | 94:6 76 2 | 85, 999, 646, 411 | —8, 609, 116, 841 
82d Cong., Ist sess_- 105, 8 101, 117, 786, 897 | —4, 720, 110, 640 
8ist Cong., 2d sess (after Nov. 27, 1950) 19, 926 19, 841, 684, 745 —84, 845, 193 
8ist Cong., 2d sess (to Nov. 27, 1950) | 61, 203, 355, 696 | —1, 887, 549, 531 


8lst Cong., Ist sess 46, 497, 456, 898 | —1,816, 118, 269 


| 
80th Cong., 2d sess 713 | 41, 675, 480,957 | —2, 770, 628, 756 
80th Cong., Ist sess_.- 343, 652 | 35, 982, 887,708 | —3, 366,755, 944 
79th Cong., 2d sess.._- ; 4, 247 | 35, 734, 209,165 | —1, 581, 745, 082 
79th Cong., Ist sess. .......--. , 878 | 69, 780, 137, 110 | —1, 395, 703, 768 
| 





Source: “Estimates, Appropriations, etc.’ 1946-55, table VITla, ‘“‘Grand total, regular annual, deficiency, 
supplemental, and miscellaneous acts and permanent appropriations.” 


Norte.— Foregoing figures pertain only to ‘‘Appropriations” in appropriation bills and ‘‘ Appropriations’”’ 
pursuant to permanent law, and therefore does not include other forms of obligational satesits such as 
contract authority and authority to expend from public debt receipts, some of which are enacted in other 
than appropriation bills. 


Mr. Manon. I would like to point out that the budget for the fiscal 
year 1954 was the so-called Truman budget. Mr. Eisenhower never 
did submit a formal budget for 1954. Congress can show a reduc- 
tion below that original budget of about $12 billion, I believe. That, 
of course, is not too realistic, but it even further emphasizes the point 
I was trying to make, that a great responsibility is with the Execu- 
tive, who is in charge of the operation of the Government. We are 
in charge of the legislative branch. 

Mr. Cannon. The committee will stand adjourned until 2 o’clock. 


AFTERNOON SESSION 


Mr. Cannon. The committee will be in order. We will resume our 
inquiry of the Director of the Budget. Mr. Mahon. 

Mr. Manon. Mr. Director, interrogating you this morning I was 
driving very hard and with a great deal of conviction on a certain 
thesis. My thesis was that the appropriations which are requested 
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of Congress by the Executive, generally speaking, are cag fae in the 
grand total reduced by the Congress from year to yea 

I had before me certain tables. The point I was trying to emphasize 
was that if the Executive, through the Director of the ‘Bureau of the 
Budget, would submit relatively low and conservative appropriation 
requests of Congress, he would get just that, or little lower amounts in 
the overall. 

When you indicated that you took the position that appropriations 
were at times greater than the requests made in total by the Executive, 
T was a little bit shocked, because the figures I had before me then, 
and have before me now, are contrary to that position. 

According to the figures which I have, running back to the fiscal 
vear 1946, the appropriation allowances by Congress in total have 
been uniformly less than the appropriations requested by the Presi- 
dent. That includes every year, including 1957. It is true that in the 
appropriation requests for the fiscal year 1957 we are shown to have 
reduced the grand total of the appropriation by only $257 million. 

Now, I find one year here where the Congress made a reduction 
below the President’s overall budget for appropri: and I un- 
derline the word “appropriations”—by $12 billion less than was re- 
quested. That was a peculiar and unusual year. 

Mr. WicGLeswortH. What year was that ? 

Mr. Manon. When President Eisenhower came in, and when the 
Korean war had not ended, and a budget was submitted that would 
have enabled us to step up the expenditures and the hostilities in that 
war had we chosen to do so. 





AUTHORIZATIONS OTHER THAN APPROPRIATIONS NOT NORMALLY INCLUDED 
IN APPROPRIATION BILLS 


Now, you interposed a thought which is a perfectly valid thought, 
and which I think is entitled to our best consideration. You said in 
the fiscal year 1957 Congress had authorized greater expenditures than 
had been requested by the Executive. In other words, I was speaking 
wholly of the appropriation by Congress, and you apparently were 
speaking of not only appropriations by the Congress but authorizations 
by other committees which are not handled in any way by the Appro- 
priations Committee. 

Mr. Brunpsgr. That is true. 

Mr. Manon. Were the figures which you cited this morning the 
same figures as those shown in the midyear review of the 1957 budget 
on page 7? 

Mr. Brunpace. I took them from a table. 

Mr. McCano ess, I do think that probably is the basis for the total 
figure, but I cannot answer specifically. 

Mr. Manon. I agree that I have not watched this as carefully as I 
think I should. I know the chairman has pointed out from time to 
time there are those things which amount to appropriations which are 
never handled by this committee. Perhaps it will be legislation out 
of the Banking and Currency Committee increasing commodity credit 
lending, or housing expenditures, or something of that kind. 

Mr. Gary. And the interest on the public debt. 

Mr. Manon. Public roads and interest on the public debt, and so 
forth. 


87404—57——_8 
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Mr. Brunpace. I think it would be very helpful if they had to go 
through your committee, myself. 

Mr. Manon. If it does not go through our committee, somehow we 
ought to have it in our tables, so we will not overlook it. 

Mr. Brunpace. It costs money just the same. 

Mr. Manon. It costs money out of the Treasury just the same, and 
is a part of the expenditures of the Government. 

As was indicated this morning, the President’s budget recommends, 
and Congress adopts, a number of authorizations to draw funds out of 
the Treasury in bills other than appropriation bills. I think there 
may be those who do not acutely appreciate this, but who, on the 
contrary, assume that appropriation bills provide all the authority t 
draw funds from the Treasury, but, as the figures show, that is far 
from the true situation. 

Mr. Brundage, will you supply for the record a table showing a list 
of every such item for 1957? 

Mr. Brunpace. I will be glad to. 

Mr. Manon. And for 1958? 

Mr. Brunpace. Yes. 

Mr. Manon. And with respect to 1957 show what the budget rec- 
ommended and what the Congress enacted. 

(The information is as follows:) 


Authorizations other than appropriations not normally included in appropriation 
bills 


' 
| 1957 | Items in- 
See ee eG 
budget for 
Enacted the fiscal 
| year i958 


| Recommended 


Funds appropriated to the President: 
Investment in discharge of investment guaranty 
liabilities (authorizations to expend from debt | 
EE wesc panier a ce socnnes inna eee ahecsans [nicaneceasanwane $37, 500, 000 
Independent offices: | 
St. Lawrence Seaway Development Corporation 
(authorizations to expend from debt receipts) . re r awdacdes $35, 000, 000 
Veterans’ Administration: Direct loans to veterans and 
reserves (authorizations to expend from debt receipts) -- 
Housing and Home Finance Agency: | 


| 
| 
| 


150, 000, 000 


Housing studies (contract authorizations) --- eee 500, 000 1, 000, 000 
Urban renewal fund (authorizations to expend fron | 
debt recsipts) --- mia _| $200,000, 000 | 200, 000, 000 
College housing loans (authorizations to expe nd from 
debt receipts) ---- : 100, 000, 000 | 250, 000,000 | 175, 000, 000 
Investment in floor i inde mnity ‘ope r ations (authoriza- | 
tions to expend from debt receipts) - --- | 100, 000, 000 500, 000, 000 


Loans for secondary market operations (: wuthorizations 
to expend from debt receipts 


aaa --------| 350, 000, 000 
Federal Housing Administration (authorizations to | 


expend from debt receipts) --- | 1 36, 700, 000 1 36, 700,000 | 137, 200. 000 
Capital grants for slum cle arance and urban renewal 
(contract authorizations) 4 na ins pathscaleatduncaaeten wedebatiel 250, 000, 000 


Investment in special assistance functions, Federal 
National Mortgage Association (authorizations to | 
expend from debt receipts) 7 be 

Department of Agriculture: | 

Commodity Credit Corporation: Soil-bank program 
(authorizations to expend from debt receipts) 2, 000, 000, 000 

Farmers’ Home Administration 
Farm tenant-mortgzage insurance fund (authoriza- | 

tions to expend from debt receipts) sbkautas 1 6, 885, 000 | 1 9, 850, 000 
Farm housing (authorizations to vee from debt | 
receipts) - dated ee eat A Lene 450, 000, 000 | 


Footnotes at end of t table, p. 113. 


250, 000, 000 


, 500, 000, 000 
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Authorizations other than appropriations not normally included in appropriation 
bills—Continued 


Items in- 

_| eluded in the 
budget for 
Recommended | the fiseal 
| year 1958 


-—-—_-—— 
yepartment of Commerce: ? | 
Public lands highways (contract authorizations 000 1 $2, 000, 000 


Forest highways (contract authorizations) - | 13 $22, 500, 000 i 000 | 130,000, 000 
Grauts in aid for airports (contract authorizations) | 1 63, 000, 000 3 000 1 63, 000, 000 


Department of Health, Education, and Welfare: Indian | | 
health activities (contract authorizations | 1 678, 455 678, 455 1 678, 455 


yepartment of the Interior 
Bureau cf Indian Affairs: Education and welfare serv- | | 

ces (contract authorizations oa 1 1 420, 000 | 420, 000 
Nationa] Park Service: Construction (contract author- | 

izations) - Se 32, 000, 000 | 32, 000, 000 


Total____-. _«-----| 2,523, 208, 455 , 259, 683, 455 | 1, 236, 148, 455 


957 item not yet transmitted to the Congress: Housing 
ind Home Finance Agency: Lcans for secondary market 
operations (authorizations to expend from debt receipts) _ 450, 000, 000 


! Permanent authorization, including multiple-year authorizations becoming available without current- 
vear action 

2 Excludes authorizations for the Federal-aid highway program (trust fund) amounting to $2,580 million, 
1957, and $3,021 million, 195s. 

3 Included in 1957 budget, reflecting at that time the level of the 1954 Highway Act and pending action 
on the Highway Act of 1956. 


EFFECT OF NEW OBLIGATIONAL AUTHORITY 


Mr. Manon. As I showed this morning, Congress invariably re- 
duces the appropriation budget—without exception insofar as | can 
tell in recent years—but from figures given this morning apparently 
new obligational authority granted in other than appropriation bills 
did in 1957, and perhaps at other times of which 1 am not aware, 
more than offset cuts made in the appropriation budget request. 

Mr. Brunpace. That is correct. I will be glad to supply that. 

(The information may be found in table above.) 

Mr. Manon. Now, we undertook to check, but did not have time 
to get all of the figures, the commodity-credit fund. 

Do you know whether or not the President sent down a request 
that we handle these additional funds necessary for commodity credit 
in the way that the funds were handled through the Banking and 
Currency Committee ? 

Mr. McCanouess. I think it is customary to authorize increases in 
the Commodity Credit Corporation’s borrowing authority through 
the legislative route. 

Mr. Manon. I think that is right. 

Mr. McCanopiess. I think the recommendation was made that way, 
as it had been made in the past. 

Mr. Manon. You think 1t was made by the Executive? 

Mr. McCanp ess. I believe it was. 

Mr. Manon. I believe it must have been, so if the Executive recom- 
mended it it would not be quite fair to say that Congress exceeded in 
that instance these funds. I am afraid perhaps these tables are not 
correct. 
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Mr. McCanopiess. Let me say this, the figure that I have here, | 
am quite sure, includes only the increases over the executive recom 
mendations in the authorizing legislation. 

Mr. Manon. Your carefully prepared answer will clarify this whole 
thing for us. I think it will be very enlightening to me, and I know 
all the members of the committee. 

Mr. Wuirren. W a the gentleman yield to me with regard to the 
Commodity Credit Corporation activities? Actually, the way it is 
handled is this: the Banking and Currency Committee votes it out and 
the Congress has set up the borrowing authority of the Commodity 
Credit Corporation. Then once it has that authority, it borrows the 
money to finance these price supports. It may be a loan; it may be 
a purchase. In the one instance, the Government has the right to look 
to the security of the commodity on which it is making the loan; in the 
other it has the actual commodity itself. Insofar as appearing in our 
budget is concerned, the only time it ever shows is when they make 
a budget request for us to restore capital impairment to the Commod- 
ity Credit Corporation. So those figures should be easily ascertained. 
because by and large if they have advanced money from their lending 
authority they have secured either in the commodity or in a secured 
loan against the commodity. 

Mr. Manon. I think we will all agree that appropriations have been 
less than were requested appropriations as such through this com- 
mittee. 

Now, for our further enlightenment, not only check 1957, but check 
the last 5 or 6 years as to this obligational authority and funds made 
available other than through the ‘committee to see if there are any 
other cases other than in 1957 where the total obligational authority of 
Congress granted in a given year has exceeded the budget request by 
the administration. 

Mr. Brunpace. I will supply a table. 

(The table is as follows:) 


Information comparing the congressional action on all sources of new obliga- 
tional authority with recommendations of the administration is available in the 
annual midyear reviews of the budget for the last 4 years. These give the follow- 
ing information as of the time of the review. 


[In millions} 





Recom- Enacted Increase (+ 

mended decrease (—) 
SPUR Chandscwarbucwacsecones ted | $72, 883 $62, 770 —$10, 112 
1955_.... : Bk etic ip loliecies : i | 57, 234 55, 215 —2,019 
BOB goer toca asend os ; iebccepuddeceipie ac aiaed 61, 521 60, 935 | — 526 
DEE 55 sed inanbackanspeasatanacnneme kkk ab arenas 66, 780 68, 815 +2, 035 


Mr. Taser. Will the gentleman yield? 
Mr. Manon. I will yield. 


HIGHWAY TRUST FUND 


Mr. Taser. How is the trust fund for highway construction oper- 
ated? Is that reported as a part of the receipts of the daily Treasury 
statement, or does it go through that at all? 
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Mr, Brunbace. It is shown through the trust fund. It goes through 
the Treasury statement, but as a transaction of the trust fund. We 
had quite a discussion of that, Mr. Taber, as to whether we ought to 
put the trust fund in the budget figures or not. Actually, since the 
receipts exceeded the expenditures, it would have benefited our budget, 
but I felt that would be misleading because it could not be expended 
for general purposes. It was restricted to future expenditures for 
highways, and therefore it would be better to have it excluded. 

Mr. Taser. It is not in the regular budget? 

Mr. Brunpace. No. That is right. 


BALANCES CARRIED FORWARD, 1954-58 


Mr. Manon. I wish tliat you would indicate the magnitude of these 
funds involved here in the obligated and in the unobligated carryover 
funds involved in this matter. 

Mr. Brunpace. In the same table? 

Mr. Manon. Not necessarily the same table, but at this point. 

(The information is as follows :) 


Balances carried forward, by type of authority, at end of 


’ ear, fiscal years 1954 
through 1958 


{In millions] 


Authoriza- Contract Revolving 
A ppropria- tions to authoriza- | and manage- Total 
ations expend from tions ment funds | 


debt rece ipts 


iscal year 1954 (actu il 


Obligated _ _. $42, 808 $6, 275 $1, 064 1 $1, 209 $48, 938 
U nobligated 241, 943 14, 842 1,413 4, 107 45, 305 
Total 67, 751 21,117 2,477 2, 898 94, 243 
eal vear 1955 (ac tual 
Obligated 31, 773 4, 798 1.175 77 | 37, 823 
Unobligated 20, 322 14, 765 1,412 5, 316 41, 815 
Total 52, 095 19, 563 2, 587 5, 392 79, 638 
cal vear 1956 (actu il 
Obligated .... 31, 318 4, 359 1, 321 404 37, 402 
Inobligated ‘ 14, 650 13, 893 2.720 4, 234 35, 497 
Total £5, 98 18, 252 4, 41 4, 638 72, 899 
cal vear 1957 (estimate 
Obligated 234, 374 5, 122 295 459 40, 250 
U nobligated 11, 971 13, 428 750 3, 562 29, 711 
Total 3 46,345 18, 550 1, 045 $, 021 69, 961 
cal vear 1958 (estimate 
Obligated 238.110 5, 683 658 632 45. OR3 
U nobligated 9, 178 12, 060 H59 3, 543 25, 440 
Total_..... 47, 288 17, 743 1,317 4,175 70, 523 


Deduct, excess of receivables over obligations 


2 Includes allowances tor contingencies: 1957, $50 million; 1958, $150 million 


Mr. Cannon. Mr. Sheppard. 
DEPARTMENTAL DEFENSE BUDGET ESTIMATE 
Mr. Suerrarp. Mr. Brundage, what was the defense budget pre- 


sented to the Bureau of the Budget as presently evidenced in this 
year’s appropriation request ? 
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Mr. Brenpace. As I said earlier, we had the general discussion in 
the spring when each agency asked its own departments to submit 
figures as to what they would like to have. The defense budget, as 
I think Mr. Wilson has previously announced in a press conference, 
adding up all the services together, came to $48 billion. 

Mr. Suepparp. And I believe you referred to that this morning as 
a $2 billion increase; is that correct ? 

Mr. Brunpace. Then they had these preliminary discussions and 
they came in at a later date. I think it was then some $45 billion, 
and they discussed that in detail with the Defense Department review 
squad and with our people, and then when Mr. Wilson finally pre- 
sented his budget to us it was $38 billion expenditures and 3.8.! 
billion new obligational authority. 

Mr. Suerparp. I see. 


WITHHOLDING OF FUNDS THROUGH APPORTIONMENT PROCEDURE 


For quite some time I have been concerned with the matter of the 
Bureau of the Budget second-guessing the Congress in the appropria- 
tion of funds. Perh: aps “second-guessing” is not the proper phrase, 
a secondary operation on the budget might be better. All too often. 
Congress has appropriated funds on the recommendation of the Pres 
ident as contained in his budget, and justified to the committee by 
the agencies concerned, only to ) have the Bureau of the Budget negate 
the entire process by withholding funds under the guise of apportion 
ment procedures. This has been particularly true in the field of mili- 
tary construction. At times this program has been literally ham- 
strung by the apportionment procedures which are geared to indi- 
vidual line items and projects without any reference to the flexibility 
needed in the construction program, This same flexibility is contained 
in the budget presented to the Congress by the President and the 
Bureau of the Budget and in the appropriation bills approved by 
Congress. Frankly, I am_ getting tired of this chronic sec ond 
guessing by your Bureau. It is causing additional costs in the con 
struction field and has delayed the program. 

I would like to call your attention, if I may at this moment, to the 
House report accompanying the supplemental appropriation bill for 
1957, and specifically to page 11 under the caption, “Apportionment 
and Funding Procedures,” which I will insert in the record at this 
point. 

APPORTION MENT AND FUNDING PROCEDURES 

It has become increasingly apparent to the committee that the methods of 
handling military public works funds and projects from the time they are pre- 
sented for approval by the military services through the authorization, appropri- 
ation, and apportionment procedures, are so time consuming and extensive as to 
be indefensible. Prior to the presentation of construction programs to the Con- 


gress for authorization, the individual projects are reviewed by both the Assistant 
Secretary of Defense (Comptroller) and the Assistant Secretary of Defense 
(Properties and Installations) as well as the Bureau of the Budget. These 


three offices similarly review the estimates s-bmitted to Congress for fundin 
these same projects. The programs are subsequently authorized and funded by 
the Congress after thorough reviews by the Armed Services and Appropriations 


Committees of the House and Senate. 

In presenting the fiscal year 1957 program the individual military services 
and the Office of the Secretary of Defense justified to the Congress the immediate 
need for these projects, and the Bureau of the Budget in its formal submission 
states as follows: 
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“The foregoing proposed supplemental appropriations will be necessary to 
implement existing statutory authority for military and naval public works as 
well as authority expected to be provided during the current session of Congress 
for projects which are essential in the current and long-range programs to 
strengthen and modernize our Armed Forces.” 

Yet, it is disclosed that in implementing the authorization and appropriation 
actions of the Congress in the past, the Office of the Secretary of Defense and 
the Bureau of the Budget did not consider these approved programs as being 
sufficiently firm and specific to permit the release of funds for construction 
work. Instead, they repeat almost the entire action of review, examining and 
requiring rejustification of each individual line item in the request of each 
military department for the necessary apportionment of funds, and frequently 
changing policies and programs previously presented to the Congress as firm 
and necessary. Such action clearly indicates that the programs were not 
properly reviewed by the Office of the Secretary of Defense and the Bureau 
of the Budget in advance of their presentation to the Congress and were not 
based on the sound and firmly established requirements which the witnesses 
would have the Congress believe. 

The committee and the Congress not only expect but must insist on thorough 
reviews of military construction programs by the agencies concerned prior to 
submission of authorization and appropriation requests. The committee is of 
the firm belief that the present method of apportioning for military construction 
involving re-reviews of previously approved line items is unnecessarily cumber- 
some and serves to delay and confuse the effective implementation of the military 
construction program as approved by the Congress. 

Section 1211 of Public Law 759 of the Sist Congress states in part : 

“All apportionments of funds not limited to a definite period of time, * * * 
shall be so apportioned as to achieve the most effective and economical! use 
thereof.” 

Certainly the method of apportionment of funds now employed by the Office of 
the Secretary of Defense and the Bureau of the Budget permits neither the 
most effective nor economical use of funds. 

The Office of the Secretary of Defense and the Bureau of the Budget annually 
request the Congress to approve construction programs in excess of the funds 
requested. Yet, following congressional approval, they insist that the military 
services tie down their specific request to them for funds to individual line items, 
the total costs of which are not in excess of the requested apportionment of funds. 
The committee believes that a proper and sensible approach to this matter would 
be a lump-sum apportionment for each service. Under this procedure, the in- 
dividual services would prepare a specifie list of items of construction which 
would be limited to projects authorized by law, approved for funding by the 
Congress, and determined by that military service to be currently valid require- 
ments. Such an apportionment procedure would permit the Department to make 
maximum utilization of available funds in accomplishing essential construction 
as well as serve to reduce the time consuming and nonproductive administrative 
work entailed by the present procedure. 

A provision effectuating the procedure above outlined is included in the a 
companying bill as section 309. The committee, by its action, is by no means 
advocating a loose fiscal policy for a program involving billions of dollars, or for 
any other program. On the contrary, it is firmly convinced that the recommenda 
tions contained in both the bill and this report will result in substantial savings 
without in any way diminishing the needed administrative controls. 

The present practice relative to the control of funds reserved for Government 
cost and construction contingencies also seems impractical. Existing policy of 
the executive branch requires the military services to reserve funds for all 
Government costs and construction contingencies anticipated during the con- 
struction period of the project, even though only a portion of these funds wil 
he obligated during the operating fiscal year. The committee believes that modi- 
fication of the present system, to provide for the reservation of only the Gov 
ernment costs and construction contingencies anticipated to be needed during 
the operating fiscal year would be a more fiscally sound procedure. This would 
reduce the amount of unobligated balances carried forward each year and, in 
addition, free a substantial amount of money for application to actual construe- 
tion of projects. The committee desires that the Director of the Bureau of the 

sudget and the Office of the Secretary of Defense modify their present funding 

procedures by discontinuing the present practice of reserving funds for Govern- 
ment cost and construction contingencies in excess of amounts required for obli- 
gation during the operating fiscal year. 
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I would like to also call your attention to the report of the confer- 
ence committee on the same bill reflected on page 9, and I will read 
this latter statement because it is somewhat short. It states: 

The committee on conference is agreed that the intent of the House provision 
relating to the apportionment of funds as expressed in the House report on the 
bill be carried out and reiterates the statements contained in that report. 


In other words, there was a unanimity of opinion on the part of 
the entire Congress in the basic report that was formulated by Mr. 
Cannon’s committee and reflected on page 11 of the report. 

I would like to ask you at this time if you, or members in your 
department that have the authority, have perused that particular 
report, and if you have, what you have dono sbert it, if anything, as 
of the moment. 

Mr. Brunpace. Can you answer that, Mr. McCandless ? 

Mr. Sueprarp. If you do not have the report available I will 
happy to have you look at this copy. 

Mr. McCanotess. I am familiar with the subject matter. 

Mr. SuHepparp. Very well. 

Mr. McCanpuess. We have pursued it and have now in the final 
stages a proc edure that has been worked out between the Secretary 
of Defense’s Office and ourselves which we think will satisfy that 
situation, Mr. Sheppard. 

Mr. Suepparp. Will you give us a briefing on what is contained in 
that revision which you feel will be more ad: iptable, and will avoid 
the retardation which heretofore has prev vailed in that field? 

Mr. McCannziess. I am sorry, I am not familiar enough with the 
details to do that. 

Mr. Suerrarp. Would there be any objection on the part of Mr. 
Brundage to supplying this record with a copy of the conc eae es 

Mr. Brenpace. I will be glad to submit a report on it. I do not 
know whether we have come to any final conclusion. I know we have 
been working on it. 

Mr. Rappaport. It is still in the discussion stage. 

McCanpiess. We have it up to the point of a proposal. 

Mr. Minter. We still did not get an answer to the gentleman's 
question. Has the problem been solved, or has it not been solved ? 
1 think we would very much like to know about it. 

Mr. Brunpace. We hope to have some solution before long. We 
are working on it. It is one of those things that is not as simple as 
A and B. There are a lot of these one-line items that have not been 
thoroughly worked out, you see. There is a certain responsibility on 
the part of the Bureau of the Budget that when we apportion the 
funds we should be satisfied there is a program which seems justifiable. 

Mr. Minter. It is capable of causing some of us a great deal of 
embarrassment when we think sometimes funds have been apportioned 
for use, based on justification made to us, and later we are confronted 
with the fact that they have not been. 

Mr. ‘Sen NDAGE. F requently those have not been submitted to us in 
a definite form because they have not been resolved in defense itself. 

Mr. Surpparp. You see, we have had a year, or practically a year, 
to go into this field of operations as the language is reflected in the 
report, and if the language means anything, and I believe it does, 
I want to feel you want to comply with the mandates of the Congress. 
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You do not believe that you are more omnipotent in this field than 
anyone else ? 

Mr. Brunpace. By no means. 

Mr. Surpparp. However, I do feel under the rather forceful lan- 
guage reflected in this report that the conciliation of the difference be- 
tween the Congress and the Bureau of the Budget could be, and should 
have been, resolved. 

Can you tell us at this time with any degree of assurance whether 
or not this new procedure is going to be effectuated so that it will be 
applicable to the budget that the Congress is presently considering ¢ 

Mr. Brunpace. It will be cleared up ‘before then. 

Mr. Merriam. If I may give an example, even if it is in a sensitive 
area, I think that it would perhaps explain the problem. 

For example, in the field of the National Guard armories—on which 
IT think all of you gentlemen have had some contact in recent weeks, 
or days—the difficulty has been, as the Director has indicated, that 
when we reach the apportionment process, which by law, as you know, 
we have to go through, a program which was submitted, and for which 
appropriations were made, has not been actually worked out in detail 
and therefore in the case of the armories we were confronted with the 
fact there was not, at the time an initial apportionment request was 
made, an actual spelling out of how the money should be used. 

Mr, Suepparp. In other words, if I might interject at this point, 
on this particular item you find yoursely es somewhat in the same posi- 
tion that, all too frequently, we on the Appropriations Committee find 
ourselves, that we are called upon to appropriate funds for a non- 
definitive project. 

Mr. Merriam. I think that describes it. 

Then, to follow through, in most instances the department has on 
discussion withdrawn those requests. I am frank to say that I do 
not know of a single instance in which, after a program had been de- 
veloped, there has been any delay on the part of the Bureau in ap- 
proaching the apportionment. Frankly, in the hazy area there seems 
to be, if I may be very candid, a tendency to say the holdup is in the 
Bureau of the Budget. But in my role in getting contacts from Con- 
gressmen on these subjec ts, in every instance, when I followed through 
on them, I found that the actual request was not before the Burean 
of the Budget, even though there had been an indication it was. I 
think this ought to be made clear. In all the instances which I have 
checked, we have either been asked to send the program back for fur- 
ther departmental discussion, or it is not even before us at all. 

Mr. Surppearp. The problem that I had in my mind was not that 
to which you refer. It has to do with the entire military construction 
program and the application of funds to the program after Congress 
has approved the funds in the manner you requested. 

Now, if the problem in getting the money to the ultimate construe- 
tion agency is not in the Bureau of the Budget, obviously it must come 
from some lower echelon. What T am attempting to do is to find 
where that responsibility may be vested, to see if we cannot possibly 
clarify the issue. If you will pardon me for using the expression, you 
people. from the Bureau of the Budget point of view, have a far more 
definitive presentation emanating from the military in the justifica- 
tion category than we. I know that to be a fact. So by and between 
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the two factors, from an analysis standpoint, we are somewhat behind 
the eight ball compared to you gentlemen. 

Mr. Merrram. I can well ‘understand your problem. I only wanted 
you to understand our position. Sometimes we are a convenient 
foil. 

Mr. Suepparp. A whipping boy. Well, I am glad that you have 
brought that out. 

Now, as it applies to the military, you have already stated the prob- 
lem of retardation in the allocation of these funds, once they are 
approved by the Congress, is not a prevalent factor, and obviously the 
only conclusion I can reach from that is to go back to the Comptroller 
of the Office of the Secretary of Defense and work from there, and 
find out who is throwing the rocks in mechanisnis of this program. 
Would that be your conclusion ? 

Mr. Merriam. Of course, you have to look at the total picture. That 
is a part of the problem; there is no question about it. And it is a 
mutual problem. We all have to work it out together. As the Direc- 
tor has indicated, we think that we are making progress in cutting 
down the timelag between the appropriations and the definitive 
apportionment. 

Mr. SuHepparp. At the moment, would I be assuming something 
erroneous if I were to assume that the Bureau of the Budget rather 
frowned on lump-sum appropriations ¢ 

Mr. Merrtam. Well, I would rather have the Director answer that. 

Mr. Brunpace. I think in certain cases we need flexibility, but be- 
fore we apportion the funds I want to know pretty definitely what they 
are going to use the money for and why. 

Mr. Suepparp. Of course, I can appreciate your position. I think 
it is a very splendid one; but it still leaves the Congress in a very 
embarrassing position, because you gentlemen announce to the world, 
through the press, this is your budget, and then you come up before 
tis and you say that you have no suggestions to make where we might 
reduce the budget. Your predecessor, the Secretary of the Treasury, 
-aid the same identical thing. Yet when we get to the apportionme iit 
procedure, particularly in the military construction field, we find 
reviews and re-reviews of this same budget to the retardation and 
expense of the program. There is a question in my mind as to what 
the Congress can actually do because more information is oftentimes 
made available to vou than is made available to the Congress. If I 
have a misconception of the picture would you be happy to straighten 

me out ¢ 

Mr. Brunpace. No. I think you h: shy areal oe Just take, for 
example, the armory program. Maybe there has been a request for 100 
armories and the Defense Department is working on a number of 
projects and a number of programs. They do not want to go over $2 
billion in total. They want to have air ies and have them in foreign 
countries as well as here, and they will say, “We will go ahead with 25 
armories the next year.” They will dise uss it with us and it seems rea 
sonable to us and that is the way it is presented. But they still have 
not spotted which are the most urgent locations. That is the real 
difficulty. 

Mr. Suepparp. We did have a bit of advantage over you because we 
insisted that the Navy supply us with what we call a priority list in 








area 
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order that we would have a better picture of what was actually re- 
juired by their determination, not ours. 

Mr. Brunpace. Then they changed that too. That is another com- 
plication. 

Mr. Suepparp. I am prone to agree with you, that the juggling has 
heen quite in evidence, but not to any great degr ee. Iam getting a bit 
dise ouraged about the whole program. It seems to me once a policy is 

laid down by those who are making the policy requirements for the 
security of our country, all of the attributes that go into it to make it a 
feasible and workable policy should be determined in 1 year with some 
degree of finality. 

Mr. Brounpage. I have given personal time to this. I did last fall. 

I had to stop it in getting the budget out, but I intend to take it up 

twain Lefore you appropriate the funds. 

Mr. Suerparp. Do you feel, Mr. Brundage, that your apportionment 
functions should be any stricter or tighter than your budget or appro- 
priation law 4 

Mr. BrunpaGe. No, except when we actually apportion the funds 
[ think it is our responsibility, I think Congress expects us to 
have a very definitive proposal and justification whereas in presenting 

the budget itself in an appropriation request you can have a more 
weneral definition of the needs. 

Mr. Suerrarp. With reference to the fiscal year 1958 budget, which 
is now before the Congress, do you consider the Department of De- 
fense programs to be so solid that funds will not be held up by the 
apportionment procedure as they have been in the past, particularly 
vith reference to maintenance and operation, procurement, and funds ¢ 

Mr. Brounpaer. I think in operation and procurement funds that 


ought to go right through. Ido not know of any reason now to hold 
that up. I think we may See some trouble in the construction area 
again. J think there is quite a bit more work needed in making 


lefinite justification in locations and priorities. 

Mr. Srepparp. I wish that you ala please designate for the record 
any apportionment items or areas in the 1958 budget of the Depart- 
ment of Defense which you do not feel are firm enough to warrant 
immediate apportionment of funds upon the enactment into law of the 
ippropriation bill passed by the Congress. 

Mr. Brunpace. I think that I mentioned that it was principally 
in the construction area. 

Mr. Sierparp. I know there will be some repetition, but would 
you add that as a response in the record at this time? 

Mr. Brunpace. Yes. 

(The information is as follows:) 

As was indicated in Mr. Brundage’s statement previously, so far as the Bureau 
of the Budget knows at this time the only area in which the apportionment of 
1958 funds might present a problem is that for military public works. If the 
programs transmitted to Congress have not changed materially it is unlikely 
that ap portionme nts would be delayed in other areas. However, if by the time 
appropriations are available, the rate of obligations has lagged, production 
slippages have occurred, procurement plans have changed, or more economical 
and efficient ways to carry on the program have heen developed, it would be 
expected that requirements for funds would be adjusted accordingly. Under 
these circumstances full apportionment of funds would necessarily await the 
firming up of the programs, which Congress would expect of the Bureau of the 
Budget. 


Mr. Cannon. Mr. Whitten. 
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Mr. Wuitren. Mr. Brundage, how long did I understand you to 
say this budget had been in preparation from its initial stages? 

Mr. Brunpace. We are just beginning to start on the 1959 budget 
now, so it started early last spring. 

Mr. Wutrren. In effect, you worked on it anywhere from 9 to 12 
months at various stages, and it is your statement ‘here that after all 
that work, after you “have had the help and the assistance of the 
executive departments and the various agencies which constitute the 
executive departments, the best you have been able to do with this 
is what is presented to us, a $72 billion budget ? 

Mr. Brunpaae. Yes. 

Mr. Wuirren. And you, after all that work, after all the confer- 
ences that you have had with the various departmental heads of the 
executive departments, you have not learned a thing that you can 
pass on to the committee that would enable us to cut a single item ? 

Mr. Brunpace. If I had known where cuts could be made without 
hurting our defense, or hindering some other good program which 
I believe the Congress and the people want, I would have made the 
cuts; I would have recommended them. 

Mr. Wuitren,. That is right. So when you bring the budget here 
it amounts to this: it means that after you have finished with it not 
a single place can you lay your finger and say to the Congress, “Here 
isa place) you might well cut.” I am not haranguing you; ‘Tam tr ying 
to get the record clear. That is your position today ? ¢ 

Mr. Brunpace. There are certain places where we have flexibility. 
As I mentioned, this $200 million in the Near East. We have 
$200 million additional for other mutual security. We also have 
$400 million in the general allowance for contingencies for which 
justifications will be submitted later as specific requests are made. 
Either new legis!ation or an extension of legislation will be required. 
Those are open, you might say. 

Mr. Wuirren. In other words, the Congress might cut those out: 
is that what you mean, if we wish to? 

Mr. Brunpace. No. I mean that the totals, in my opinion, are cov- 
ered by material needs which will later be ere: 

Mr. Wuirren. That is the point that IT make. We all profess to 
be nonpolitical. I do not know whether there are any people who 
are not somewhat political in our type of government, but right after 
the election, when I was asked about having a President of one party 
and a Congress of another I replied that my fears were that we have 
a competitive situation between the Executive and the Congress as 
to who could spend the most because spending apparently is popular 
with the people. 

Now, the President’s budget would indicate to me, at least, that he 
is recommending that we spend more than we ever have in peacetime. 
He supports that budget, and the President through you, and Sec- 
retary Humphrey, has not been abe to poini to a «ingle place whe: 
we might reduce that budget. 

You have had help fixing this at a minimum that you can get by 
with. You have had the he Ip of all of the departments. 

Now, Secretary Humphrey—and I notice through the press that the 
President says he joins with him—hopes that Congress can do what 
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he could not do. In other words, the President, Mr. Humphrey, with 
the help of all the departments, could not find a place where they 
could cut the budget, but they hope the Congress with no help can. 
Our witnesses will come from the same departments. They helped you 
all they could, and this is as low as you could get. When they come 
down here they will be expected to support the President’s budget 
will they not? 

Mr. Brunpace. | suppose so; yes. 

Mr. Wurrren. Where is the help coming from that the Congress 
will get to improve and do what the President and Mr. Humphrey 
say we should though they could not. They hope we can cut the 
budget. Upon what basis do you suppose that their wishful thinking 
is based. 

Mr. Brunpace. Well, there are a good many items on which the 
element of judgment enters in. There are the health programs, the 
veterans’ programs, and all kinds of things. 

Mr. Wuirren. When the Congress exercises its judgment and cuts 
out a single thing in a $72 billion program we will be bucking the 
recommendations of the President and Mr. Humphrey and every man 
in every department: will we not? 

Mr. Brunpace. If you cut further, you mean? 

Mr. Wurrren. If we cut it below what you set up here. 

Mr. Brunpace. I imagine the departments would object to a cut. 

Mr. Wuirren. You know that it is customary for you, as Budget 
Director, to support your Chief Executive’s submission. 

Mr. Brunpace. Yes. 

Mr. Wuirren. Mr. Humphrey is supposed to support his Chief 
Executive’s budget, and every little underling from the top to the 
bottom is expec ted to support that budget; is he not? 

Mr. Brunpage. Yes. 

Mr. Wuirren. It has always been that way. I am just wondering 
on what basis, and from what source you and Mr. Humphrey and 
the President think Congress can find out information where we can 
cut it. We will not have all that help and all that year in which to 
go into it. 

Mr. BrunpaGe. You have had a lot of experience. As a matter of 
fact, I will be very satisfied if you can hold the line and help us hold 
it for the next year. I would like to see you cut, but, frankly, I do not 
quite see where you can do it either. 


ADVISABILITY OF CONGRESSIONAL RESERVATION OF FUNDS 


Mr. Wuirren. Now, to get back to something different, I am con- 
vinced that in a number of our programs we could make substantial 
reductions in dollars and at the same time not cut the program at all. 
I think that is true of national defense. I think a substantial part of 
the cost of national defense—and I have some evidence from our hear- 
ings to support it—comes from trying to keep plants running and not 
have unemployment, it comes from a ‘dispersion of industry and from 
a pump-priming operation, I believe that. I personally believe we 
feel that most of the countries in the for ‘eign. aid program economically 
are far ahead of what they were in 1952 

Now, Mr. Humphrey said that during ‘the next 18 months he thought 
that we should give them all this money, but that Mr. Eisenhower, the 
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President, and he and the departments would be watching this from 
day to day and month to month trying not to spend all the money that is 
in here. Would it not be more sound for us to eliminate those things 
that we think should be eliminated, make those cuts that we clearly 
can see should be made, but when we get through appropriating, then 
put 5 percent of the total amount in cold storage to be released by the 
President and the Bureau of the Budget if circumstances require. Do 
you get what I «am talking about? 

You say that vou need this money for the operation of the Govern- 
ment for the coming fiscal year. "Would it be better for us to give 
you only 95 percent “of it and lay the other 5 percent on the shelf so 
that when circumstances required it the President, through you, could 
release it? Would not that be a sensible way? Everybody agrees 
they want to cut it, but you cannot, and you have had more help ‘than 
we. But you hope we will. 

Mr. Brunvace. That might be a very good way. 

Mr. Wuirren. Just appropriate so much, then set aside a certain 
percentage and do not count on it at the start, but use if only if the 
circumstances require. Would not that be a sensible approach ? 

Mr. Brunpace. It would be worth trying, yes. You could ask us to 
apportion only 95 percent and hold the other 5 percent in reserve and 
report to you and the President before we released it. 

Mr. Wuirren. Honestly, do you not believe that would stop a world 
of these supplementals that you wish you did not have to send down 
and which we wish we did not have to have? Would that not stop 
that ? 

Mr. Brunpace. I would be glad to try it. 

Mr. Wuitten. Now, we come to various things that are mixed up 
in this political situation; and that is what it is. We have a Repub- 
lican President and a Democratic Congress. The President can recom- 
mend these popular things. If we do not give them, it is a Demo- 
cratic Congress that keeps the people from getting them. It is a real 
situation. I am just trying to lay these things out on the top of the 
table. Would not the idea that T have suggested, of withholding 5 
percent for release only by the President, be a rather practical way to 
start off the new fiscal year trying to save money ? 

Mr. Brenpacr. I would be glad to tackle it. It sounds like a 
practical way of approaching it. 

Mr. Wuitrten. Somebody ‘said, “meat ax.” T think we should first 
go over the budget of each department, and where we can eliminate. 
eliminate. 

Mr. Brunpace. There may be 2 or 3 other places where vou might 
cut. 

Mr. Wuitren. We would have to be selective. Some places you 
cannot. Some places you can see in advance that it will take every 
dime, because it is fixed by law. For instance, interest on the public 
debt. You can figure what it is. But by and large, where it is the 
general activities ‘of a department, where it is anybody’s guess as to 
how much money it would cost, where you can fill a job 30 rd: ys after 
it becomes vacant, or you can wait 60 days or 90 days, there is a lot 
of latitude. Those who deal with departmental operation know that. 
There is a lot of latitude in every department in a lot of places, and it 
strikes me that my idea might be a soul type of operation. 
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Now, the President, Mr. Humphrey, and you to a lesser degree, 
have indicated that while this is the least you can get by with and carry 
on everything that ought to be done and protect the ‘country, and all 
that, everybody indicates they just wish Congress would cut it. If 

that be the feeling, it just strikes me that my idea might be somewhat 
of a solution. 

Mr. Brunpage. I would be very glad to try it. 

Mr. Merrtam. £ wonder if might give you an example of what 
we would do in the ordinary course of events under the present pro- 
cedure. 

‘Take the que stion of personnel which was raised here this morning. 
I think the figure was given of some 30,000 added personnel which 
might be involved in the 1958 budget. I have not checked that exact 
figure, but for the purpose of example we will use it. 

The President has indicated quite clearly in his message that he 
does not tidal the fact that the 30,000 personnel are listed to be a 
license to the department heads to hire 30,000 additional people. In 
other words, if all of the things that are in here were done, each of 
the new things, 30,000 would be needed. His position is, and ours is, 
and this is where our followup after the enactment by you of appro- 
priations comes in, that we wouldn’t hire a new person for every new 
thing that is done. We will not fill every vacant position and we will 
absorb some activities into existing personnel, and this is exactly what 
has been done over the last several years. 

Mr. Wuirren. And to my Democratic colleagues I make this point, 
and it is wel thinking about: If the Congress goes along and ap- 
proves this budget and $72 billion as it is submitted, there is no way 
in the world for the Congress to require the Executive to spend the 
money; so whether we put it in the reserve and let you spend it or 
whether we don’t, you can reserve 10 percent the day we pass it if you 
wish to. The Constitution makes each department separate from the 
other and, except for an understanding between you and us, the Presi- 
dent has the authority to freeze any money we may appropriate. 

Mr. Merriam. I think there is a real question about that, and just for 
the record it ought to be made clear. 

Mr. Wuirren. If you will submit your reasoning and trace it on 
back to the C onstitution, I would be interested, but don’t stop short 
of the Constitution. 

Mr. Merriam. I believe that is right; but certainly the 

Mr. Yates. The Constitution as interpreted by the Supreme Court. 

Mr. Wuirren. It is certainly an obligation. There is an obligation 
to play square and do what Congress has approved, and you ought to 
doit. Iam talking about the power to make you do it. We have seen 
such freezes under Republican and Democratic administrations, and 
Congress is helpless to stop the President from freezing. I am not. 
complaining, but trying to recognize realities. 

Mr. Merri AM. President. Eisenhower's position, as he expressed it 
the other day in terms of the Mideast proposal, is that this is a co- 
operative endeavor. 

Mr. Wuirren. In other words, he more or less indicated that if the 
Congress passed this budget he reserved the right to do what I am talk- 
ing about through not filling these vacancies; did he not? 

Mr. Merrtam. That is what Iam trying to say. 
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Mr. Wurrren. He intimated he will try to freeze some: and I don’t 
say it critically. 

Mr. Merriam. That is not freezing. 

Mr. Wuirten. Saving it. 

Mr. Merriam. That is right. In other words, the President—— 

Mr. Wuirren. If he froze it he can unfreeze it. If he won’t spend 
it he has frozen it. 

Mr. Merriam. When you appropriate funds you are not telling us 
you have to spend every penny of it, but you are telling us to carry out 
certain outlined programs. 

Mr. Wurrren. We cannot take the position we want you to waste 
it. Under the Constitution each branch of Government is separate 
and apart and neither is in a position to make the other take a specific 
action. That is the point I wish to make. 

Since the President has indicated, and since Mr. Humphrey has, that 
they are going to be looking at any money we might appropriate with 
the idea of se tting it aside and not using it, would it not be sound for us 
to set some of it aside and let it be used only if the one who is finally 
going to say whether he spends it or not determines that it is essential ? 

Mr. Brunpacer. I have used that in my personal budget so I agree 
with you. 

Mr. Wuirren. I have used it in the Agricultural Department’ s 
budget, in several instances, usually in borrowing authority rather 
than in administrative expenses. 1 have had enough experience to 
lead me to believe it has some possibility. 

Mr. Merriam. If that results in a series of supplementals it is some- 
thing none of us would be happy about. 

Mr. Wuirren. Surely, but the Bureau of the Budget is intelligent 
and if you have money on the shelf you didn’t have any strings on and 
could use you wouldn’t run to us with a supplemental until you use 
that up, would you’ 

Mr. Merriam. That is right. 

Mr. Wuirren. How would you have more supplementals, then, if 
you had some money on the shelf than if you did not ? 
~ Mr. Merriam. I think we do, or should do, what you are suggesting 
through our present process, apportionment and otherwise. 

Mr. Wurrten. Supplemental ? 

Mr. Merriam. No, in terms of waiting until the programs have been 
justified and then apportioning the money to be spent. 

Mr. Wuirren. The primary difference would that your pro- 
grams would be set up at the beginning of the year on a 95 percent 
basis. That would be the regular amount, and paumthing extra would 
not be prorated on a full year at least. If we give you 100 percent 
you set it up on 100 percent oe asis and the year is gone before you wake 
up to the fact you can save something. It is a starting point that 
offers some possibilities. 

Mr. Brunpace. I think it would be helpful, and it would strengthen 
our position with the departments if you were to express that thought 
in the legislation, a direction in some way. I would be delighted 
to follow through and apply it. You might have hit on a very sound 
idea. 

Mr. Wuitren. I have used it, as I say, in contract authorization, 
that is on the Farm Home Administration, Electrification Authority, 

















| 
| 





THE BUDGET FOR 1958 127 


and so on. It leaves you where you try to get by on the first amount 
and release the money only ¢ after you need it. 

Mr. Jenson. Would you yield? 

Mr. Wurrren. I yield to the gentleman. 


NEED FOR CONTROL OVER NUMBER OF FEDERAL PFRSONNEL 


Mr. Jensen. To help in making your plan work, would it not be 
well for the Congress to adopt an amendment to appropriations me 
which would provide that only 1 out of every 4 or 1 out of every : 
vacancies in Government employment could be filled? That cer- 
tainly would be one way to assure, that your 5 percent or part of your 
5 percent would be saved. 

Mr. Wurrren. That is one approach to it and is worth trying. The 
other thing I would say, though, is that if you are going to have 3 
employees instead of 4 and pay the 3 what you paid the 4 you have 
fewer people to do the work but the same expense. 

Mr. Jensen. It does not work that way, may I say. 

Mr. Wurrren. I don’t mean to wheedle you, Mr. Brundage, but if 
you cut the employees of your own Bureau of the Budget from 500 to 
122, with 500 you held the budget down and with 442 we have in- 
creased it about $6 billion, so you might have been better off keeping 
those folks there. 

Mr. Jensen. That wouldn’t follow, Mr. Whitten, that pay would be 
raised. That takes legislation. 

Mr. Wutrren. There are 2 or 3 angles in it. 

Mr. Jensen. In fiscal 1953 and 1954 it held down employment to a 
very marked degree and reduced personnel materially. 

Mr. Wuirren. Some of that is sound. So many statements have 
been made, agriculture seems to be used as a shining example of what 
not todo. I don’t like to hear that because I am convinced that about 
50 percent of national defense is a form of subsidy. I am convinced 
all your economic foreign aid is almost a subsidy to American business 
and to a degree agriculture. We are all familiar with the airlines and 
all the rest. 

When you get to subsidies if you look behind it and see the guar- 
anties of income on freight rates and all that, it is all built into our 
system. 

But looking to agriculture, here is the thing that gets me: In this 
budget vou will have increased employees in the Department of Agri- 
culture 16,000 from the day Secretary Benson went in. Mr. Benson 
when he went in, the first announcement out of his department was, 
he had inherited the most overgrown swollen bureaucracy in Gov- 
ernment, and he has increased it 16,000 people in this budget. 

However good those employees are, they are no substitute for farm 
income. Farm income has gone from $14 billion down to 11 billion 9, 
and of that 11.9, 1.2 is direct grant from the Government through 
soil bank. More employees is no substitute for other things. 

I agree with my friend from Iowa’s desire to hold down the total 
number of Federal employees. 

Mr. Jensen. The gentleman knows, as most every Member of Con- 
gress knows, or every member of this committee knows, that the de- 
partments and agencies and bureaus of Government that are not 
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overstaffed perform the functions of their department better and more 
satisfactorily than the departments of Government that are over- 
staffed. That is a known fact. 


REDUCTIONS BY THE BUREAU OF THE BUDGET 


Right here, Mr. Whitten, if you would yield for another moment. 
I have been sitting here listening to this colloquy between a number of 
members of the committee and Mr. Humphrey and now Mr. Brundage. 
I would like to know if you, after all the departments and agencies 
of Government brought their budget request to you, just how much 
if any did the Bureau of the Budget cut those requests, and if they 
cut them to what degree. Let us have that on the record. 

Mr. Wurrren. I would be glad to have it. Lf you wish to reach 
further back for 10 years I am glad to do that because I want the story. 

When you do that I would like to have you put in the record any 
increases that the Bureau of the Budget has stuck in here that didn’t 
originate with the departments. 

Mr. Jensen. Could you give us those figures now, Mr. Brundage? 

Mr. Brunpaae. I can’t give you all that. I would say it is between 
10 and 20 percent. 

Mr. Jensen. That the Bureau of the Budget reduced total requests 
from all the agencies, bureaus, commissions, and departments of the 
Government made to the Bureau of the Budget ? 

Mr. Brunpace. That is right. 

Mr. Jensen. Twenty percent. How much would that amount to 
dollarwise ? 

Mr. Brunpace. Between 10 and 20 percent. I think aside from 
Defense it was something over $3 billion, and I gave the figures on 
Defense. 

Mr. Jensen. Something over $3 billion that you have already cut 
requests made to you by all agencies of Government. 

Mr. Brunpace. That is right. 

Mr. Jensen. If Congress ‘does as well as you, we will bring the 
budget down at least $3 billion for nondefense and possibly another 
5 or 6 billion dollars for defense altogether, did you reduce the re- 
quest from the departments around $8 billion 2 

Mr. Brunpace. I said the initial amount put together in the late 
spring came to $48 billion for defense, but they have been wor king on 
it continuously since then. While our boys have helped I cannot claim 
credit for it. I think it is a combined operation of the services with 
the Department of Defense and the Bureau of the Budget. 

Mr. JeNsEN. But you did reduce the nondefense budget requests 
that came to you in the amount of $3 billion ? 

Mr. Brunpace. I think that is the figure. 

Mr. Wuirren. That is customary, I mean these departments com 
ing in. That is done each and every year back through the history of 
the country. The sum total of what they want, when it reaches you, 
always is more than anybody ever has approved for all of them. 

Mr. Brunpace. Usually; yes. 

Mr. Manon. Mr. Brundage, you are dealing in round figures in 
talking about the reductions. I wish you would § give the spec ific proj- 
ects in the increases that you will submit for the record which were 
not requested by the departments. 
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Mr. Brunpace. The only one I know of was this $200 million flexi- 
bility for the Near East which was provided as a matter of Presi- 
dential policy. 

Mr. Mavon. I think you will find many others, will you not? 

Mr. Merrtam. I don’t believe so. 

Mr. Taver. The contingent fund was $200 million ? 

Mr. Manon. Perhaps you will find there will be 

Mr. Brunpace. Our whole $400 million in contingencies and esti- 
mated expenditures is supported by a lot of proposals which have 
been made to us but which have not been formalized in the way of a 
legislative program. 

Mr. Marion. I want the specific list of proposals that originated 
more or less with the Bureau of the Budget rather than with the De- 
partment itself. 

Mr. Brunpace. I will look it up but I don’t think there are very 
many. I cannot think of anything else. 

Mr. Cannon. You may supply that information when the tran- 
sc ript comes to you. 

(The following information was submitted later :) 





In preparing the budget in the executive branch the line between agency re- 
quests and action by the Bureau of the Budget is not sharply drawn. Although 
each agency submits a formal request to the Bureau in September, the process of 
arriving at final recommendations is generally one of informal joint analysis and 
negotiation. In this process increases are sometimes made which might be con- 
sidered as originating with the Bureau of the Budget even though concurred in by 
the agency. Generally these sums are added to avoid a probable supplemental 
appropriation at a later date, or for technical reasons. However, in some in- 
stances they may involve policy and presidential determination, as in the case 
of the addition for the Near East. Such increases in the 1958 budget are listed 
below. 
Department of Agriculture: 
Agricultural Research Service, salaries and expenses_________ $627, 000 


To provide a contingency fund of $1,000,000 for emergency 
outbreaks of insect pests and plant diseases based on prior 
years’ experience. 
Department of Commerce: 
Civil Aeronautics Board, payments to air carriers_____.__.____-_- 4, 003, 000 


Represents amount necessary to cover obligations for 1958 
and the unfinanced obligations of prior years under a recent 
General Accounting Office ruling which determined that this 
appropriation become obligated for the amount earned at 
the time a flight is made rather than at the time payment 
is made, as had been the practice in the past. 
Department of Health, Education, and Welfare: 
Public Health Service, assistance to States, general____________ 261, 000 


Because of grants to assist States in studies and demonstra- 
tion projects in chronic-disease control and community-health 
services for older persons—in lieu of new legislaion pro- 
posed by agency. 
Department of Justice: 
Federal Prison System, buildings and facilities__._.___.__________ 1, 000, 000 
To provide for complete, instead of partial, financing of 
a new powerplant at the Lewisburg, Pa., penitentiary. 
Treasury Department: 
Coast Guard, acquisition, construction, and improvements____ ~~ 1, 000, 000 
To construct a Coast Guard facility on lower Manhattan 
Island since New York City wants to return to commercial 
use the space on pier 9 on the East River now utilized by 
the Coast Guard. 
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Mutual-security program: 
Flexibility for the Near East___- ; $50, O00, 000 
The total flexibility provided was $200,000,000, the remain- 
ing $150,000,000 being part of the provision for contingencies 
in the agency requested. 
Veterans’ Administration: 
Service-disabled veterans’ insurance fund____-_ ee kd. : T50, 900 
This fund is not self-sustaining and the liability is increasing. A 
supplemental appropriation was required last winter to meet require- 
ments, 


Servicemen’s indemnities__ 8, 450, 000 


Represents an allowance for awards under contested claims on the 
Assumption that some of these would be settled in favor of the claimant. 


Proposed legislation__ 100, 000, 000 


To cover the possible cost of legislative proposals that may be later 
transmitted arising from the recommendations in the report of the 
President's Commission on Veterans’ Pensions. 


UNALLOCATED REDUCTIONS 


In the budget of 1956 there was a very unusual item, “Unallocated 
reductions, $1,750,000,000.” Did you include that? 

Mr. Brunpage. No; I didn't. 

Mr. Cannon. Did your predecessor ? 

Mr. Brunpace. It was suggested by the Secretary of Defense and 
my predecessor as an objective. 

Mr. Cannon. The idea originated with the Secretary of Defense ? 

Mr. Brunpace. I think so; yes. 

Mr. Cannon. What finally was done with that item? It was an 
extraordinary item, unallocated reductions, evidently put in at the last 
minute, one and three-quarter billion dollars. 

Mr. Brunpace. I think there was a feeling on the part of my prede- 
cessor and the President that the totals were too high. The Secretary 
of Defense felt he could make the cuts before the amounts were ex- 
pended but he didn’t know just where, so he put it in for later appli- 
cation. I don’t believe he was very successful in finding it. 

Mr. Cannon. How much of it was allocated ? 

Mr. Brunpace. I don’t really know. Very little, I would think. 

Mr. Cannon. Suppose you give us that information in the tran- 
script. 

(The information requested is as follows :) 

At the time the 1956 budget was prepared, allowance was made to reflect 
indeterminate factors affecting the progress of new developments. It was hoped 
that actual development of defense programs would result in the $1,750 million 
reduction shown. This was not realized. 


{In millions] 


1956 budget Actual 
Gross ee . \ b fa isthe 5 $35, 750 
Unallocated reduction_-_- ag chee 1, 750 
Net_. ; : 34, 000 $35, 791 


Mr. Cannon. Really wasn’t the purpose of that to make the budget 
a little more palatable to the public? 
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Mr. Brunpager. No; I don’t think so. I think the Secretary hon- 
estly felt he could make the cut but he didn’t know where. 1 think 
he tried to do it but found it difficult. 

Mr. Cannon. You also had the same item in the mid-year review 
in August 1955, but in the amount of $1 billion, did you not? 

Mr. Brunpace. That is the only one I remember, and I individually 
resolved I wasn’t going to try it. 

Mr. Cannon. There is nothing of that character in the budget this 
year ¢ 
* Mr. Brunpace. No. 

Mr. Cannon. Mr. Whitten. 


AREAS OF CURTAILMENT OF SPENDING 


Mr. Wurrren. I would like to follow that up to this degree: Per- 
sonally I think we are discussing the total $72 billion. What is really 
involved in many ways is what the various parts of it are. I spea 
only for myself. I have always believed it is much more sound for us 
to have a strong public-works program where we are improving our 
country than to have foreign aid where we are doing it in some other 
country. None of this is in my district but many folks in my area 
are disappointed about leaving out the Memphis Harbor Project. 
Funds for that project have been eliminated, yet we see almost $2 
billion for foreign economic aid in countries where we build roads, 
dams, and I suppose provide harbor projects, clear out canals, and do 
everything in those areas which we won’t do for our own a in 
this mid-South city and elsewhere. We need to be specific in our 
actions here, inerease where we should and decrease where we should. 

Again, though, when it comes to the total of $72 billion, whatever 
the Congress should appropriate, if it is all of it, the Executive is 
under no compulsion to spend it. Whatever you can save you can 
save if we should appropriate the $72 billion, can you not? 

Mr. Brunpace. I am glad to know that because I was criticized for 
holding up apportionments in the past. 

Mr. Wuirren. May I interrupt to say I don’t mean you will not get 
public criticism and we will not be on you in Congress for not carry- 
ing out our wishes. I am saying if you go back and see what President 
Truman did, what President Eisenhower has done, you end up by 
saving you realize we cannot make you do it. Do you not? 

Mr. Brunpace. That ismy own theory but I have not had much luck 
with it. 

Mr. Wuirren. I am not saying you should take that attitude and 
we should not take the attitude of turning our left hand to the execu- 
tive department for the good of the country. I say the fact we appro- 
priate it doesn’t prevent you from saving wherever you may find you 
can save in the course of this time. 

Mr. Brunpage. That is right. 

Mr. Wuitren. The other side of it now, and it is a little sharp: 

[f you have worked on it a year, had the help of #!! the departments, 
all the people im it, and this is the best you can do, can you tell us 
on what premise the President and Mr. Humphrey could hope the 
Congress could improve on it where we don’t have all that help? 
The witnesses we will have from your own executive departments 
will be supporting this budget. Do you know where we can get our 
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source of information to do this job? We would like to show more 
courage than you and the President have shown and Mr. Humphrey 
as you have asked us to have. We like to stand up to these pressures 
better than you have been able to, and I don’t say it critically. Can 
you show us where we can get that source of information that will help 
us to stand up a little stronger in the face of public feeling and cut 
these things? 

Mr. Brunpace. You have some special committees that have been 
working on this problem. You have the Davis committee on per- 
sonne]l—— 

Mr. Wuirren. I have 5 investigations on agriculture but I thought 
you might show us “who” since you couldn’t.show us “where.” 

Mr. Brunpagi . Your foreign aid study might help. As a matter 
of fact, this economic portion of the foreign aid program is in very 
substantial part linked closely to the military. 

Mr. Wuirren. Linked so close that if they want to spend the money 
they can switch military over to economic, put it under a different 
title and go right ahead. 

Mr. Brunpbace. The biggest portion is in Korea and Formosa— 
Taiwan—and if you could cut the military then you could cut the 
economic, and if you cut the economic without cutting the military 
you are going to be forced to cut the military. 

Mr. Buper. Would you yield very brie fly ? ¢ TI hope we don’t get the 
idea that the C ongress 1s without any power in this matter. As the 
gentleman from Texas, Mr. Mahon’ pointed out, every President’s 
budget in recent years has been cut and I hope this is cut. 

Mr. Wurrren. Will you permit me to inbeerapl you, please? Con- 
gress definitely has the power to appropriate or not appropriate, but 
once we do appropriate we have no power to require that it be spent. 

Mr. Buper. That might be a good thing, too. 

Mr. Wurtten. Whether it is good or bad I point out that is the 
constitutional situation. 

Mr. Bunce. I want to compliment the gentleman on his suggestion 
that some of these funds be withheld even though they are appro- 
priated and put in a special category. 

Mr. Wiorrten. It leaves it where you are not crippling something 
and yet you start out with the objective of trying to save money w ith 
the help of the departments, and we might save something. 

Mr. Mrrrtam. If you do that in a formal way, as I was gathering 
you were suggesting, you come to the situation which the chairman 
was just asking about in the Defense Mepertaiens where you set aside 
some money for some indefinite cuts which in the last analysis were 
not made. Perhaps that is fuzzing up the situation. 

Mr. Warren. You have frozen a lot of situations. If you reduce 
expenditures you go further in fuzzing them up. 

Mr. Merriam. That is true, but many of the figures that are in this 
budget and in every budget obviously come from programs which are 
enacted, and that is where you have the big problem. Once programs 
are enacted, as Congressman Alexander and others on the Davis sub- 
committee have found out, you are in a much difficult position to 
hold out on personnel or expenditures. 

Mr. Wurrren. But in every department there are many areas 
where you have the program but where they have a certain amount 
they can use that and if they have less they will use that. 
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Mr. Merriam. There is considerable room for improvement in 
operations. 

Mr. Wurrren. I can see that you figure my suggestion would not 
he entirely easy, but do you know of any easy way to cut appropria- 
tions? 

Mr. Merriam. The easiest way is in terms of the programs that you 
enact or do not enact. That is the point I was trying to make. 

Mr. Wuirren. We have national defense. I may stand alone in 
this view. We believe in national defense and pass certain programs. 
You can be loose with your handling of the money and loose with the 
handling of your contracts. In recent wee - I am told one big air- 
craft company, before they renegotiated gave the Government 
$170 million back because of the embarrassment it would have when 
we started renegotiating. There are many examples. 

Because you pass a program doesn’t mean you have to waste mil- 
lions of dollars in handling it. That is what I am talking about. 

There are certain other places where you have a given number of 
people that draw so much pay and it costs somuch. You cannot avoid 
that. 

Mr. Merriam. That is right. 

Mr. Wutrren. But the administrative handling of these things or 
the total contractual cost is an area where you have a ripe field to 
see if you cannot do the same thing. 

Mr. Mr rRIAM. We agree. 

Mr. Cannon. Mr. Andrews? 

Mr. Anprews. I have no questions, Mr. Chairman. 

Mr. Cannon. Mr. Gary ? 


FUTURE WITH RESPECT TO REDUCTION OF TAXES AND BALANCED BUDGETS 


Mr. Gary. Mr. Brundage, there are two questions that are giving 
me very serious concern. If we cannot cut the taxes and balance the 
budget in these times of prosperity, when will we be able to do so? 

Mr. Brunpace. I came down here with a firm idea that we ought 
to cut taxes and keep on cutting them. I must admit that since I 
have been working on the program with the Departments I find it 
is not nearly as easy as it looks from the outside. 

As I indicated I think we have provided for the program which 
Congress and the administration have announced they are for.” I 
think we ought to be able to hold somewhere near the current level 
and make some cuts. 

I also hope that the world situation will improve because I am 
satisfied that the Soviet is in a lot of trouble, a lot more trouble than 
we are, because they are finding it difficult to keep up their military 
production, all their new inventions and new weapons, and also to 
produce consumer goods, They are educating the people that are 
going to resist it and demand more freedom and more consumer goods, 
so from a reasonably long-term point of view, that is from 3 to 5 rer 
hence, I think we will be able to make cuts below the current level and 
cut taxes, 

Mr. Gary. The second question is what will happen if we should 
run into a recession 4 
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Mr. Brunpace. I am inclined to agree with the Council of Eco- 
nomic Advisers rather than with the remarks attributed to Secretary 
Humphrey on that point. 

Mr. Gary. In other words, you don’t think we will have a reces- 
sion ? 

Mr. Brunpace. I don’t think we will have any serious recession, 
but if we do I would be perfectly willing to see some tax cuts made 
because I believe it would stimulate the total receipts. 

Mr. Gary. But you could not make them then if at the same time 
you spend for public works to bolster the economy. Then you will be 
in a situation where if you do cut taxes you will tremendously increase 
the public debt which already is approximately $270 billion. 

Mr. Brunpace. Although taxes is not my particular sphere, that 
is the sphere of the Treasury, I have been a ‘student of taxation for a 
great many years. The way T read history, when you have a depres- 
sion, a tax cut bolsters the economy suffic ently so that in a year or 
two you make up the cuts. That was our experience in 1954; although 
we lost revenue immediately at the end of the year, we made it all back 
again through the expanding economy. 

Mr. Gary. Is not the problem this ‘simple, though. That if you are 
going to provide these additional projects and services you have to 
pay for them ? 

Mr. Brunpace. Yes, sir. 

Mr. Gary. And the only way to cut your budget materially is to 
stop these additional projects and services ? 

Mr. oo That is right. 

Mr. Gary. I am very happy to say I voted against the highway 
bill. I Co I was right when I did it. Now Iam absolutely con- 
vinced that I am right. I noticed in our local paper the other day 
that they are recommending that we relocate 800 miles of our 1,200 
mile highway in the State of Virginia. 

We have an excellent four-lane highway between Richmond and 
Washington, and the proposal is that we relocate Route 1 all the way 
from the Shirley Highway down to the North Carolina border. 
think that is just a waste of money. 

When you give any agency the billions of dollars we are providing 
for the highway program they just run wild, and apparently that is 
what they are doing here. 

The same thing is true of the school construction program. We 
need new schools but I think the States can build them. But if we 
are going to put them in the budget we will have to pay for them, 
and consequently the only way to make drastic reductions is to do 
away with some of the things provided in this budget. Is that right? 

Mr. Brunpace. That is right. 


INCREASE IN COST OF PERSONNEL 


Mr. Gary. One question with regard to personnel. I notice you 
stated that although you have reduced the personnel, the cost of 
personnel has risen. 

Mr. Brunpace. That is right. 

Mr. Gary. I find that true throughout the departments. For ex- 
ample, in the Post Office De partment we have the same situation, and 
it is not due entirely to the increase in postal salaries but it is due to 
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the increase in classifications. It seems to me that what you are doing 
in the Government is getting all managers and coaches on the team 
and no players. 

For example, when they planned decentralizing the Post Office De- 
partment, we were led to believe that they would transfer employees 
from the central office to the regional and district offices. 

Now we have established a number of regional offices, I think 15. 

We have established several hundred district offices, and we have 
regional managers, regional managers for personnel, regional mana- 
gers for operations, and regional managers for the various activities 
of the Post Office; then we have the district managers. There has 
not been a corresponding reduction in the central office, which means 
that you have incre ised very a intially the managerial and higher 
paid brackets of the personnel, and have reduced to some extent the 
lower brackets, but not enough to make up for the managerial posi- 
tions that vou have created. 

Mr. Brunpage. I don’t think the cost of Post Office operations has 
gone up as fast as the volume of business. They have put through 
some economies, 

I am inclined to agree with your point, though, that when we de- 
centralize we don’t always cut the head office as much as we should. 

Mr. Gary. I will say that the Post Office has done a very excellent 
job in making some economies. 

Mr. Yarres. Would you yield for one question ? 

In hscdiiner through this budget, as a matter of fact, looking through 
the Bureau of the sudget itself, I see an appropriation for personne! 
other than permanent, “and almost every single branch has a certain 
amount of funds set aside for personnel other than permanent per- 
sonnel, 

As we talk about the reductions of permanent personnel, we find 
an increase in many of the departments in personnel other than per- 
manent personnel, 

I wondered whether or not the decrease in the permanent person- 
nel, apart from the question of funds involved, is made up by the 
increases in the positions other than permanent? I wonder what the 
cost to the Government is in positions other than permanent personnel 
positions ? 

Mr. BrunpaGe. Statistics include both. 

Mr. Gary. So far as the Post Office is concerned they have had that 
for vears because of the Christmas rush in mails. They need more 
people to handle the Christmas mail delivery than they do ordinarily 
throughout the vear. 

Mr. Yarrs. But the question that is fundamental, too, is whether 
we are getting a correct picture when we talk about the fact personnel 
is being reduced. Is it being reduced in toto when you reduce per- 
manent positions and do not as well reduce temporary positions? 

Mr. Gary. That is true, but I can say this: We saved a great deal of 
money in the Richmond post office this year by the fact that we used 
the permanent personnel overtime. We had to use some temporary 
personnel, but fewer temporary personnel than usual were employed. 

The permanent employees being trained in the work were able to do 
a very much better job in a limited time than new men coming in that 
had no experience whatever. 
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Mr. Wurrren. In an effort to keep these things comparative they 
use the term “man-years.” 

Mr. Gary. Frequently that is so. 

The point I make is that although there has been a reduction in 
force, substantial reduction in force in some cases, they have increased 
the classifications to absorb part of the savings which would have been 
made by the reduction in force. 

Mr. Manon. Would the gentleman yield ? 

Mr. Gary. In other words, we are getting too many managers and 
coaches and too few players on the team. 

Mr. Manon. Someone spoke, I believe the gentleman from Illinois, 
about getting a correct picture. I believe you said this morning that 
personnel in the Department of Defense had been reduced but per- 
sonnel otherwise had been increased in the overall? 

Mr. Brunpage. No; there were about 6 or T departments showing 
decreases. 

Mr. Manon. The overall is what I am speaking of ? 

Mr. Brunpagce. Overall yes. 

Mr. Manon. We don’t get a true parhare in the reduction of person- 
nel in my judgment for this reason, and I would like to know if you 
agree: In the Department of Defense there are hundreds, at least 
dozens of instances where work formerly done by defense personnel, 
uniformed personnel, or civilians, where those things have been aban- 
doned and the work is done by contract. 

Mr. Brunpagr. Contract it out. 

Mr. Manon. Bakeries and that sort of thing. Many of our organ- 
izations, such as the big multimillion dollar engineering and research 
center down in Tullahoma, Tenn., that are being operated by contract. 
That personnel doesn’t show up in the budget as personnel. More 
and more we contract a lot of work. We show fewer personnel but 
the cost of the operation may be as great or greater. 

Is there any merit in wh: at I hs e said? 

Mr. Brunpace. That is true. I don’t know how the contract totals 
have gone up. 

Mr. McCanoptess. I have no statistics on that. 

Mr. Brunpacze. I will see if I can get you some. 

Mr. Manon. If you have some general information. I thought 
that trend should be referred to at this point in the record. 

Mr. Yates. Is the point the gentleman makes that the contracts 
themselves may be more expensive to the Government than actually 
the number of employees hired by the Government? 

Mr. Manon. Whether or not it is more expensive, the reduction of 
personnel is not a true saving in any sense in many instances. 

Mr. Yates. Should not the gentleman be asking—— 

Mr. Manon. It is not a real test or es sure. 

Mr. Yares. I agree. The question I ask is whether or not in the 
compilation of data which the Director is asked to get for the com- 
mittee should there not be included, if it is available, information 
which would indicate whether those businesses which have been closed 
down by the Government and placed on contract actually are being 
operated with less cost to the Government than the Government had 
expended previously with employees. 

Mr. Manon. It would be interesting if we had that information. 
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Mr. Brunpaae. I will see if there is any way of getting it. 
(The information requested is as follows :) 


Information generally is not available on the number of employees of private 
contractors working on Government contracts, nor on the comparative costs to 
the Government of performing the work itself or having it done under contract. 
The governmentwide Federal employment statistics reporting system of the 
Civil Service Commission includes no employees of private contractors, except 
indigenous personnel overseas. No individual agency statistics are known, 
except the monthly employment and turnover report of the Atomic Energy Com- 
mission. This AEC report shows the following: 


| | 
January November Net change 





1953 1956 
BEC: Tieekt expose... 6,776 6, 686 | —90 
AEC: Contractor employment: | 
Operating ae eae as i a ea 63,819 | 93,476 | 
CHIIOIEIOIS 5 oo 3k oe ak Bota ee 71, 363 15,117 | 
lal 2 Se Bere re a ae 135, 182 | 108, 593 —26, 589 


Mr. Gary. f would like to ask Mr. Rappaport one or two questions. 
He stated that of the additional amount that we appropriated for 
the accounting procedures last year you have spent $350,000, and 
you have employed 30 additional employees. That is an average of 
$11.666 per employee, and you say they have been working only part 
time. That would seem to put an unreasonably high average payroll 
on those 30 additional employees. 

Mr. Rappaport. The figure I referred to, the $350,000, covered the 
entire year. We have not lived through that year yet. We have 
almost 6 months to go. 

Mr. Gary. I thought you said you spent $350,000. 

Mr. Raprarorr. I didn’t mean for the 6 months ending Decem- 
ber 31. We couldn’t have spent it in that period because, had we 
done that, we wouldn’t have had money left for the succeeding 6 
months. , 

My answer was for the whole year. That is what I think we will 
spend. 

Mr. Brunpvace. This includes also secretarial services and travel- 
ing expenses. We will try to get them out in the field to visit these 
agencies and see firsthand how they are operating, whether they are 
really performing as they are supposed to. 

Mr. Gary. Can you put into the record a list of the new employees 
that have been employed under that program by classifications, not 
by names but by classifications? ce ; 

Mr. Brunpaae. Yes, sir. 

Mr. Gary. And any anticipated increase included in this budget ¥ 

Mr. Brunpace. Yes, sir. . 

_ Mr. Gary. A list of additional employees for that purpose 
included in the 1958 budget. 
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(The information referred to is as follows :) 


Data on accounting and management improvement programs of the 
Bureau of the Budget 


1. 1957 staff additions: 


(a) Already employed : Number 
Sree EE co ee ees TEL ee ee) DSS oe 3 
Grade GS-14_ La AES Lie LITER AS eh De 8 A hs ae 6 
i go ES Aili: SES aE ny ee ee! ENE ee UR TRE EERE ERS 5 
Come Oe Sia oe eh se Send 2 
I 1 
PT a ic lates Lager ea es 2 
Grade GS-7__---- BP oh se Ey Dre ge es See ee CSE eT 2 
Grade GS-6___-__--_ cilia, ci aa aces cies schema aa ag Net ea ae ee 1 
rede MAR. oe ican Wath nn tet isin ee 2 
NN hci ining nite ehcp valet oto wae ec irae ees 24 

(5) Appointments pending: 
ae UD RPO ds Siar ta sed csk bade th ea bade Setaneaneane tase isabel = 
EN ES EE ee ee oe 2 ee a csi Nir lt le 2 
SSOP Oe ae a eh hrm Na 1 
yee Ware ed ee ee a le ies 1 
6 
Ore ERO OE Care tet ieee ate td eS 30 

2. 1958 staff additions (proposed) : 
SIRI Sa a atte cE ecrtietns de pennied ula wis edesth ok 1 
I SO iN i ce cee ea 3 
SRN: Ms ccna EES ADEA ES AE ERS SS AT 1 
pes er a on EA nad dt becdclelicces cars be eretwes 1 
Grade GS-9_-__--- ds ge tet ee eee ddcncconttS 7a i ite et ate 1 
Rae ase hs al a is Ba as, ct dade ete bc tet ee Sw 1 
I i tk ice esd ta hee ante nalts Malls oh Gas tp wate apie asain naan 1 
Total for 1958___-_-_~ Boat oh ee ee a he 9 


Mr. Cannon. Mr. Sikes? 
EFFECT OF CARRYOVER OF FUNDS UPON APPROPRIATIONS AND EXPENDITURES 


Mr. Sixes. Mr. Brundage, it is quite obvious that this committee 
seriously is concerned about the budget now before us, and we should 
be since it has been established that this is the highest peacetime budget 
in history. Remarkably enough, despite that higher level of expendi- 
ture we do have a budget in balance. It might be interesting to try 
to determine how that comes about. 

I presume you will agree that this favorable budget balance despite 
a very high level of expenditures is due primarily to unexpected in- 
creases in income from taxes? 

Mr. Brunpace. Well, as our economy has expanded, our income 
from taxes at the rame rate has gone up and our expenditures have, too. 

Mr. Srxes. Tax collections have been the highest on record. This 
has made possible a balanced budget. It has not resulted from savings 
in Government. 

Would you tell me to what extent funds left over from appropr la- 
tions incident to the Korean war have contributed to this situation ? 

Mr. Brunpace. That would not affect the budget based on re- 
ceipts and expenditures. 








| 
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Mr. Sixes. Would the accumulation of Korean war funds used 
in recent years in lieu of new appropriations not have had an effect 
on this picture? 

Mr. Brunpace. No. 

Mr. Manon. Would the gentleman yield ? 

Mr. StKes. Yes. 

Mr. Manon. 1 think the Director would agree with the gentleman 
from Florida that this heavy finance ing, in some cases perhaps over- 
tinancing through appropriation, has been responsible, and certainly 
Was responsible i in the first year or so of this administration, for reduc- 
tions in appropriation. 

Mr. BrunpaGe. Very much so, yes. 

Mr. Manon. But you have been talking about the expenditure 
budget and Mr. Sikes now is thinking about the appropriations budget. 

Mr. Brunpace. Yes. 

Mr. Manon. The appropriations budget may be one thing and the 
spending budget may be entirely a different thing. Mr. Sikes is 
ti king about the appropriations budget which was reduced by reason 
of these heavy appropriations during | the Korean war. 

Mr. Srxes. Leftover funds from the Korean war made it unneces- 
sary for us to appropriate funds for certain military expenditures. 
Had we been forced to appropriate new funds for those expenditures 
you would have had higher appropriations and a less foraiaae budget 
picture in recent years, 

Mr. Brunpacr. No; that doesn’t affect the balance in the budget. 
You see, the balanced budget arises out of receipts exceeding ex- 
penditures in that year. It has affected, howev er, as Mr. Mahon said, 
the amount of appropriations, and our appropriations in 1955 and 
1956 particularly were substantially less undoubtedly than they would 
have been had we not had that carryover 

Mr. Taser. Would you yield, Mr. Sikes? 

Mr. Srxes. Yes, Mr. Taber. 

Mr. Taser. I was going to call attention to the appropriations re- 
duction in procurement and production for the Army. There has not 
been an appropriation for that item, as I remember it, and it involves 
expenditures running into $4 billion or $5 billion a year. 

Mr. Manon. Not that high. 

Mr. Stxes. For the period of years since the Korean war it would 
amount to that much. 

Mr. Taper. Yes; it would be. 

Mr. Manon. Ina period of years but not 1 year. 

Mr. Taper. Yes; it would. There are payments into that fund all 
the time. That goes over the whole armed services picture. 

Mr. Sixes. We have not made new appropriations for “Procurement 
and production, Army” since the end of the Korean war. We have 
been using leftover money. If this were not true it would have been 
necessary to appropriate new funds and to have had higher total 
appropriations, 

Mr. Taper. Since 1953 there has been no money appropriated. 

Mr. Manon. Mr. Brundage’s point is that that makes no difference 
in the expenditure budget; ‘and he is correct. It does make a differ- 
ence in the appropriations budget. 
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Mr. Srxes. Nevertheless, it has made a diiference in the amount of 
money appropriated, and in effect those carryover funds have reduc ed 
the appropriations required. 

Mr. Manon. It would not affect the expenditures of the Govern- 
ment. 

Mr. Srxes. I want to learn the amount of carryover money used 
each year since the Korean war. Can you get those figures for us; 
each year, beginning in 1953? 

Mr. Brunpacr. I think if you will look in the leading schedule you 
will see that our balances of appropriations carried forward at the 
end of the year have decreased from $78.4 billion at the end of fiscal 
1953 to $67.8 billion in 1954, $52.1 billion in 1955, and $46 billion in 
1956. 

Mr. Srxrs. I see that table, Mr. Brundage, but that is not the in- 
formation exactly. 

Mr. Brunpace. That shows roughly how much we used. 

Mr. Sixers. That shows a reduction in carryover. What I should 
like to have is the amount of money applied each year from carryover 
funds to meet the operating cost of ‘the Department during the ensuing 
year. 

For instance, in order to try to make myself clear, in the Army 
appropri: ations we have not appropriated any new money for procure- 
ment and production since the end of the Korean war, since the 1953 
budget. 

Mr. Brunpace. That is right ; yes. 

Mr. Stxrs. Ex UC h year we have taken a part of the money which was 
appropriated prior to and including 1953 and used it during a subse- 
quent year for that subsequent year’s requirements. Now, is there 
any way to establish how much of that money has been used year by 
year ¢ 

Mr. Brunpace. I will get up a statement for you. As a matter of 
fact, a large part of the procurement comes out of prior authoriza- 
tions anyway, because it is ordinarily ordered quite a bit before it is 
received. 

Mr. Srxrs. This is not like ordering planes, which you buy now 
and expect to have delivered 2 years from now. These are the ¢ arry- 
over funds appropriated for the conduct of the Korean war, and not 
used in the Korean war, but used in subsequent years for the year- 
to-year requirements as those requirements were developed. 

Mr. Manon, Mr. Chairman, will the gentleman yield? 

Mr. Srxes. Yes. 

Mr. Manon. Mr. Brundage, I think Mr. Sikes’ point is clear. We 
may appropriate this year for “Air Force procurement,” let us say, 
$6 billion. We are well aware that that money may not all be spent 
for 4 or 5 years. 

But Mr. Sikes is not talking about those funds. He is saying that 
we could have rescinded the funds and been in the same position, 
except we would have had to reappropriate from year to year. He is 
talking about funds like the procurement and production funds of the 
Army. I do not know of any other big place, but I think you will 
have no trouble getting most of those figures. 

Mr. Mitirr. And Navy aircraft, also. 
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Mr. Brunpace. In the military we have about $36 billion appropria- 
iion carryover, of which about $8 billion is unobligated, at the end of 


the year. 


Mr. Manon. He is thinking of only those funds which come into 
a peculiar category, such as procurement and production funds of 
the Army, which have lain dormant from the standpoint of expendi- 

ure and obligation ever since the end of the Korean war. 

Mr. Brunpace. You are interested in procurement and production 
partic al: arly ? 

Mr. Manon. Or anywhere. 

Mr. Stxes. That is probably the main item. If there are other items 
I would like to have them also, if you can establish where they are. 

Mr. Brunpace. I will try to get them. 

(The information is as follows: ) 

The appropriation “Procurement and production, Army” is the only one which 
it has been possible to identify where large unobligated balances available from 
appropriations made for the Korean war have been used to finance subsequent 


years’ operations. Actual and estimated appropriations and obligations for this 
necount since fiscal year 1953 are as follows: 


[In millions] 


Fiseal year Appropria- | Obligations 
tions 
1954 (actual ; ; $3, 225 $1, 986 
1955 (actual 0} 2, 323 
1956 (actual aaa ; ; Soe ok . saa ie 1, 894 
1957 (estimated) ss : : a : aide 0 1, 655 
1958 (estimated) 5R3 | 1,394 


Funds obligated in this appropriation during the period 1955-57 were derived 
from two sources: 


(1) Unobligated balances available at the time of cesSation of hostilities 
in Korea, and 


(2) Reimbursements from sale of military equipments primarily to MDAP 
countries. 
It is not possible to indicate the amount applicable to each source mentioned 
above. 


CIVILIAN PERSONNEL 


Mr. Stxes. Mr. Brundage, if this has not been previously requested, 


will you give me the total “number of civilian personnel, beginning at 
the end of fiscal 19532 

Mr. Merrtam. Do you want that now? 

Mr. Sikes. If you have it, you may give it now. If not, you can 
put it in the record. 

Mr. Brunpace. I think we have it here. 

Mr. Sixes. The total number of civilian personnel, beginning at 
the end of fiscal 1953 up to fiseal 1957. 

Mr. Merrtam. You want it on the fiscal years? 

Mr. Sixes. I would think so, 

Mr. Merriam. In July of 1953 the figure was 2,514,000. 

I think I have to get the base date for this administration. 

Mr. Sixes. All right. 

Mr. Merriam. January of 1953 was 2,623,000. 

Mr. Stxes. July of 1953 was 2,514,000? 

Mr. Merriam. Yes. 
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Mr. Sixes. And July of 1954 / 

Mr. Merriam. 2,376,000. 

Mr. Sires. 1955? 

Mr. Merriam. 2,372,000. 

Mr. SrKes. 1956? 

Mr. Merriam. 2,386,000. 

Mr. SrKes. 1957? 

Mr. Merriam. The latest figure we have is the end of November 
1956; 2.382.000. 


CONTRACT EMPLOYEES 


Mr. Sixes. I believe this has been requested, though possibly in 
a different form. Do you have any estimate of the number of people 
under contract who are doing work possibly formerly done or nor- 
mally done by civilian personnel ? 

Mr. Merrtam. May [ just say one other word first, Congressman ? 

Mr. Srxes. Of course. 

Mr. Merriam. So that the record might be clear, because Congress- 
man Yates asked a question : These figures include full-time, part-time, 
and intermittent employees, so it would include more than just those 
classified as full time. 

Mr. SIKEs. They do not include contract personnel, do they ¢ 

Mr. Merriam. No. 

Mr. SrtKes. Is there any way to establish the number of contract 
personnel ? 

Mr. Merriam. But they do include, if I may interject, 121,000 em- 
ployees in the continental United States who are not full time. That 
would partly be an answer to the Congressman’s earlier question. 

This is the latest figure: Also included are 82,500 foreign nationals. 

Mr. Sixes. But at the moment you have not given me any informa- 
tion on the number of contract personnel. Do you have any such 
listing ? 

Mr. Merriam. No, sir. I do not believe we have a firm list on that. 

Mr. Brunpace. I have undertaken to try to find out, Mr. Sikes. I 
am going to do the best Ican. I do not know whether it is available 
or not. 

Mr. Stes. A great part of our work, particularly in the Depart- 
ment of Defense, is now being done under contract. It would be in- 
teresting to know how many people are employed there who get their 
livelihood directly from the Government, even though they get their 
checks from a contractor who, in turn, gets his check from the Gov- 
ernment. 

Mr. Brunpace. I imagine it would be a very large figure, much 
larger than our total Government payroll. 

Mr. Merrtam. On that, Congressman, would you include. for 
example, aircraft plants? Where would you draw the line? I think 
that is the problem we would face in getting the figure. 

Mr. Manon. Will the gentleman yield? 

Mr. Srxes. Yes. 

Mr. Manon. I think the Director has in mind including people 
who work in the aircraft plants, and things like that. 

Mr. Brunpacr. Yes. 

Mr. Manon. The figure of course then would be much greater. But 
Mr. Sikes is talking about contract employees who are running a Gov- 
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ernment installation by contract or doing a Government job, such as 
running a mechanical shop or a repair shop or a bakery shop or some- 
thing like that. 

Mr. Sixes. Those doing 2 job formerly done by a Government em- 
ployee, or work on a Government base which would be carried on by 
Government employees if the work were done other than by contract. 

Mr. Brunpace. Such as at the atomic energy plant. 

Mr. Stkes. Yes. 

Mr. Mituer. If the gentleman will yield, I am afraid it would not 

e possible for these sale to get that information. For instance, if 
vou close down a Government bakery, such as an Army bakery, how 
are you going to estimate how many men are involved in a Government 
contract with a commercial bakery which may make bread for a whole 
city é 

it would be very interesting to get these figures, but without a very 
careful de a T do not think it would be of great value. 

Mr. SrKes. I do not think we have been getting a true picture of 
the number of comune employees, because much work is now being 
done by contract. There has been a definite trend toward using con- 
tract services. 

If the contractor were not doing these jobs the Government would be 
doing it. That would mean more personnel on Government payrolls. 
That is the sort of thing I have in mind. 

I do not want to take too much time on that. It will be difficult to 
establish the number of people affected, but I do not think we ean 
overlook the fact that the apparent reduction in number of personne! 
employed by the Government is not a true picture. 

Mr. BrunpaGe. I think that is true; and I will make a report on 
whatever we can find out. 

Mr. Srxes. Thank you very much. 

(See insert on p. 137.) 


PUBLIC DEBT 


Mr. Sikes. I notice you have in your own résumé of the budget, 
which is before me, the public debt at the end of the various fiscal years. 
Will you give us—and you can put it in the record ; you do not need to 
do it now—the public debt at the end of each fiscal year, beginning in 
1948 to the present date ? 

(The information may be found on p. 169.) 


CEILING AND TARGET ESTIMATES FOR THE 1958 BUDGET 


Mr. Sikes. May I ask you this one additional question, Mr. Brund- 
age: I gathered from your exchange with Mr. Cannon at the opening 
of this session that this budget was projected somewhat in advance, 
in that you gave an estimate to the various departments as to the cost 
level at which the 1958 budget should be submitted. Did I understand 
that correc tly ¢ 

Mr. Brunpage. Well, it was the result of a joint operation. We 
pulled all of the figures together and they were discussed in Cabinet 
and the receipts were also used, and the Council of Economie Ad- 

visers gave us their ideas to as the future. Taking all of these things 
into consideration, we prepared a tentative figure. 


ST404—S7 10 
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Mr. Srxes. What I should like to ask you, Mr. Brundage, is: Was 
that tentative proposal for a budget level at the current high figure, 
the figure now before us? 

Mr. Brunpace. Well, the departments came in with greater esti 
niates than we listed, if that is the point. 

Mr. Srkes. What I want to establish is what the estimate which 
you set at the beginning of the budget study as the proper budget level. 
Was it a higher figure than this one now before us, a lower figure, or 
was it this figure ¢ 

Mr. Brunpage. It was less. 

Mr. Srkes. It was less? 

Mr. Brunpacr. Yes. 

Mr. Srxes. Will vou tell us how much less? 

Mr. Brunpace. | do not have the figure. 

Mr. Sixes. Can you provide it for us? 

Mr. Brounpace. I do not know. 

Mr. Srxes. Was it several billion less? 

Mr. Brunpacr. No. It was not too different, but all departments 
lid not stick within the ceiling. Some of them did. 

Mr. Sixes. Could you make available for us the estimate which you 
in the beginning of the year thought would be a proper budget level ? 

Mr. Bru NDAGE. Well, we made a number of estimates. Are you 
speaking abo the definite request that we made of the different 
depaxtaontet | 

Mr. Srxes. Yes. 

Mr. Brunpace. In July, I think that was. 

Mr. SrKes. Yes. 

Mr. Brunpace. I will get those figures. 

(The information is as follows:) 


The ceiling and target estimates given the various departments and major 


agencies in July and early August totaled $25,275 million in new obligation:| 
authority. This total did not include the Department of Defense (military 
functions), the mutual security program, and the Atomic Energy Commission, 
which were not given estimates. The estimates were also subject to later ad- 
justments due to legislation enacted after they had been made and to other 
factors. The comparable amount included in the 1958 budget is $26,570 million. 

Mr. Sixes. But that figure was less than the figure now before us? 

Mr. Brunpace. As Mr. McCandless reminds me, we did not do that 
for defense or foreign-aid programs. We did it on the others. 

Mr. Sixes. On the other departments, throughout ? 

Mr. Brunpace. Yes. 

Mr. Srxes. And the estimate did run less than the figure now before 
us ¢ 

Mr. Brounpace. Well, I will give you the story. Mr. McCandless 
reminds me that there was some legislation passed after those were 
presented, which also raised it. But I will try to get that. 

Mr. Srxes. In those areas where the estimate was less than the 
estimate now before us, do you feel that the lower figure would be a 
sound one for the Congress to appropriate ? 

Mr. Brunpace. I do not think so, because when our presentations 

‘ame in, in many instances they sustained the burden of proof, you 
might say. They justified that they needed more to carry out their 
programs than we had estimated. 

Mr. Sr«es. That is all, Mr. Chairman. Thank you, Mr. Brundage. 

Mr. Cannon. Mr. Rabaut? 
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UNOBLIGATED BALANCES IN CONSTRUCTION PROGRAM 


Mr. Rasaur. Mr. Brundage, how closely does the Bureau look at 

he size of carryover funds or unobligated ‘balances in the larger con- 
struction programs, such as the AE Cor the C orps of Engineers? 

Mr. Brunpace. We go over that. 


APPROVAL OF CONSTRUCTION PROJECTS 


Rasaur. Did you refuse any funds for any projects requested 
'V ‘the Corps of Engineers or the Bureau of Reclamation? 
Mr. Brunpagr. Mr. Merriam is handling that. 

Mr. Merriam. I think here, Congressman, you have to recognize the 
fact that we were working toward a set objective. So the formal an- 
-wer to your question would have to be that the new starts which are 
in the budget—the limited number of them—represented the agree- 
ment between ourselves and the construction agencies based upon 
some overall policy objectives. 

Mr. Ranaut. We want to know if any of them were refused. What 
percentage was refused? There are a certain number of projects re- 
quested. They come before you. What are you doing! Are you 
passing them all? 

Mr. Mrerrtam. The point I am trying to make is we made some 
determination as to how we were going to select the projects which 
would be recommended. This was done together. Within that total 
the figures were recommended. 

If you are asking, “Are there others under different criteria which 

‘ould go ahead?” the answer obviously is “Yes.” But in terms of 
this budget and in terms of the feelings which the Director and the 
President have expressed with reference to construction and compe- 
tition for men and materials, we set up some criteria by which these 
starts were recommended. The criteria included that the advance 
planning work would be porprenet in the first half of the fiseal year. 

Mr. Raravr. The answer is, then, you gave everybody everything 
they asked for? Is that it? 

Mr. Merriam. No. 

Mr. Rasaur. Every project. You probably did not give them all 
the money they wante ‘d, but you let them start the project. 

Mr. Merriam. The : answer is that within the criteria set we agreed 
upon a number of projects, and the agencies then selected them. 

Mr. Rasavut. Did you make them select the projects they were not 
voing to ask for, or did you have something to do with it? 

Mr. Merrtam. We went over the list they had selected, of course. 

Mr. Ranaut. My question is very simple. Did you approve all the 
projects, or did you deny some of them? That is all I am asking. 

Mr. Merrtam. I suppose there would be a list of 100 or more projects 
on which new starts could be made. We set up certain criteria so that 
there would be a limit on the amount of money that would be spent 
to maintain it at a level approximately as it has been in the last. year 
or so, and then the agencies selected a series of projects which we 
upproved. 

Mr. Rasaur. Let us take the Fryingpan project. I am only using 
this as an example and not singling it out except as an example. The 
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Fryingpan project cost is $2 million. It was approved by one body 
of Congress and refused by the other body, but still it is in the budget 
now for $2 million. 

Mr. Merriam. Yes, that is right, under proposed legislation. 

Mr. Rasavut. Proposed legislation. It does not seem to try to stop 
anything. 

Mr. Merriam. There were a number of projects which were not 
recommended, which have been authorized, if that was your question. 
There were a large number. 

Mr. Rapsavut. A large number here which have not been authorized / 

Mr. Merriam. No, sir; the other way around. 

There are a large number of authorized projects for which no con- 
struction money was recommended. 

Mr. Razavr. At this time, when money is so tight and the situation 
is recognized by everybody, in your opinion should not some of thes 
projects be postponed ? 

Mr. Merriam. Absolutely. This is why we set up very tight cri- 
teria, Congressman, and why we would urge very strongly that the 
Congress in its consideration of these programs take that into account. 

Actually, as you know, in the last 2 years, which is part of the prob- 
lem we face budgetwise, the Congress has added 168 starts beyond 
what the President’s budget recommended, and the total estimated 
cost of those 168 added projects will be $2.1 billion. The first-year 
expenditure for those projects was not very much, but we are now 
getting caught up in the fact that the second-year expenditure for 
them is going to be considerably more. 

Mr. Ranacr. That is when they start to go over the hump. 

Mr. Merriam. The 168 added projects are what is pushing the 
construction money for the Corps of Engineers and the Bureau of 
Reclamation up. We tried to suggest a very small number of new 
starts, which would maintain the construction level, the amount of 
money to be spent, at about the same level as now. 

Mr. Wuirten. Will the gentleman yield? 

Mr. Raxzavt. I yield to my colleague. 

Mr. Wurrren. I wonder if it would be possible to put in the record 
the criteria which you established; and then I should like to know 
if any funds are in the budget for proposed legislation. 

In other words, you have eliminated lots of authorized projects, and 
have provided no funds for initiation. I should like to know if there 
are any funds in here for projects not yet completely authorized. 

Mr. Merriam. Yes; there are, Congressman. 

Mr. Wuirten. May we have a list of those where funds are in here 
with no authorization, as compared with things you have left out that 
were authorized ? 

Mr. MerriaM. The only one is the Frying Pan project. 

Mr. Wuirren. I would like to have a set of criteria. 

Mr. Merriam. The only one is the Frying Pan project. 

Mr. Wuirren. I would like to have that listed and then, if it is 
agreeable, Mr. Rabaut, I would like for them to put the criteria in the 
record so that we will see just what the yardstick is. 

Mr. Ranaut. I make the request, Mr. Chairman. 

Mr. Wuirren. Thank you. 

(The information is as follows:) 
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CRITERIA Usep IN SELECTING 1958 New CoNnstTrRuUcTION STARTS 
DEPARTMENT OF THE ARMY, CORPS OF ENGINEERS 


1. Preconstruction planning will be substantially completed by the end of 
1957 (this does not apply to dredging projects which require very little planning) ; 

2. A construction contract can be awarded at least by the beginning of the 
spring working season of 1958; 


3. Careful attention has been given to an equitable geographic distribution 
ft projects: 


4. Emphasis has been given to smaller projects, in view of the large increase 
in future commitments experienced in the last 2 years (the only exception is 
Allegheny River Reservoir, which is the key reservoir in the Ohio Basin flood- 
‘ontrol plan) ; 


5. First-year requirements approximating $20 million; total estimated cost 
somewhere in the neighborhood of $200 million to $250 million. 


DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION 


7 


Advance planning has reached stage where: 

(a@) Design, scope, and extent of major structures have been determined. 

(b>) A firm detailed current estimate of cost has been prepared. 

(ec) For multiple-purpose projects, reasonably firm cost allocations have 
been developed and realistic repayment schedules prepared for the reim- 
bursable costs. 


(d) A contract for a major segment of the work could be let by March 
1958. 
There are reasonable firm assurances that local interests will meet all local 
cooperation required by law and administration policy in time to permit letting 
a contract for a major segment of work by March 1958. 
3. Projects meeting the criteria stated in (1) above: 
(a) Have favorable local support. 
(b) Will provide water supply to improve the agricultural economy in 
an area or will provide more efficient utilization of existing water supply. 
(c) Have assurances that satisfactory irrigation repayment contracts 
where required will be executed prior to initiation of construction. 
Mr. Rapaut. That is all, Mr. Chairman. 
Mr. Cannon. Mr. Yates? Mr. Marshall? 


EFFECT OF REORGANIZATIONS 


Mr. Marsuati. Mr. Brundage, as you know, there have been a num- 
ber of reorganization plans which have been presented to the Congress, 
nda goodly pega of those have been approved. Many of these 
reorganization plans came about because of the work public-spirited 

‘itizens put in on the Hoover Commission. 

In the Bureau of the Budget do you have any study or any figures 
which would show the total savings that were supposed to accrue 
from reorganization plans adopted by Congress ¢ 

Mr. Brunpacr. We have a definite study, of course, of all of these 
recommendations. Every one was treated separately by our Division 
f Organization and Management. We reported on eac +h one. 

Mr. Marsan. If I might interrupt, I appreciate that a study was 
made before these reorganization plans were put into effect. My 
uuestion was more directed at this: Have you made any study as to 
what has happened after they have been put into effect ? 

Mr. Brunpace. On October 15 Mr. Kestnbaum was appointed by 

President to carry the recommendations through, so far as he 
could find that action would be approved by the Department. We 
had completed a review at that time of 370 out of the 479 recommenda- 
tions. Sixty-five percent of those had been accepted. 
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The actual implementation is going to take some time, like this 
accounting on an accrued-expenditure basis. 

It is absolutely impossible to prove a saving. Now, we had insti- 
tuted certain procedures in the Treasury Department when we went 
on to electronic machines. First, when they put all the checks on 
tabulating cards, we were able to reduce the number of employees, 
but because the Treasury took over some of the check reconciliation 
work formerly performed by the General Accounting Office, and be- 

cause of the increased volume of checks being written, we did not 
come up with any actual cash savings in the Treasury operation. 

That is the handicap we have here in trying to translate these 
recommendations into savings. We have the same problem wit! al! 
of these efficiency studies. I think business has the same problems 
But I am confident that there have been very substantial savings. 

Mr. Marsnaty. Mr. Brundage, I hope that there have been savings 
from some of those operations. However, I am somewhat disturbed, 
since oftentimes when there seems to be a transfer of a function from 
one agency to another there has not been a corresponding decrease in 
the appropriations for the agency from where the work has been trans- 
ferred, and oftentimes you find where the work has been transferred 
there appears to be an increase. 

Mr. Bronpace. It is a baflling problem. We hope through this 
work which Mr. Rappaport and Mr. Finan are now doing to try to 
nail these things down a little better. 

Mr. Marswa.u. Thank you. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Sieminski ? 


INDIVIDUAL AND CORPORATION TAXES 


Mr. Steminski. Mr. Chairman. 

Mr. Brundage, would you care to venture an estimate as to what a 
$19 billion slash in this budget , Which would bring it down to $59.8 
billion, would do to our gross national product ? 

Mr. Brunpace. I am afraid not, no. 

Mr. Steminski. The reason I ask the question is this: Suppose that 
in the next congressional] election this Congress received a mandate 
from the people to make the tax load of the people and the corporations 
match each other; that for every tax dollar received by the Treasury, 
the people would pay no more than corporations would pay. Today 
in this budget, we estimate that the people are going to pay $41 
billion into the Treasury and corporations are going me ay $22 billion, 
which means that the people are called upon to pay 19 billion more 
tax dollars into the Treasury than the corpor ations. This overlooks 
the $8 billion they pay in employment taxes. 

Suppose the next Congress should be told by the people: “The 
people shall not contribute more than the corporations.” What 
would that do to the gross national product? You say you would 1 
care to venture an estimate. 


ot 


EMELOYMENT 'TAXES 


The next question is this: What is this item of $8.42 billion listed 
as “employment taxes”? Is that withholding taxes ? 

Mr. Brunpace. Employment taxes is withholding, I think. 

What page, please ? 
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Mr. Steminski. Page A-4, where you have a summary of budget 
receipts and expenditures, table 1. It is the fourth figure listed under 
the total in the right-hand column. 

Mr. Brunpbace, | think that is it. 

Mr. SreMINnskI. It is A—4 in the front of the book, sir. 

Mr. Brunpace. The detail is on 1072. Do you have 1072? 

Mr. Steminskr. No, sir. I just saw this. I do not want to take 
the time of the committee, but I just wondered if I could get a “flash” 
answer. 

Mr. Brunpace. The full detail is on 1072. Largely it is the Federal 
Insurance Contributions Act, Self-Employment Contributions Act. 

The total employment taxes are $8 billion. 

Mr. SreMINsKI. Maybe we could list that in the record. 

Mr. Brunpace. That is right. That is $8 billion. 

Mr. Sieminskt. That is $8 billion: ves, sir. I think that is big 
enough to get a definition on, is it not / 

Mr. Brunpace. Yes. 

Mr. McCanopuess. It is your employment security taxes. Railroad 
retirement taxes. 

Mr. Sreminskr. So that this mandate of slashing this budget or 
adjusting it $19 billion down would not affect our present withholding 
and social- security obligations ? 

Mr. Brunpbace. No. 

Mr. Sieminsk1. I do not want to affect that. On taxes received, I 
simply want to get across the even-Stephen idea, so that even under a 
depression, there would be no feeling that corporations had been or 
are “sweating out” the people. We want the people and the corpora- 
tions to walk side by side. They are both people under the law. They 
should remain equal before the Treasury and contribute equally to its 
tax receipts. 

They say this country can hold 700 million people. At the present 
rate of growth we should reach that 700 million figure in 200 years. 
That is fewer vears than this country is old. If the present level of 
dollars paid by individuals and by the corporations remain fixed, in 
200 years, individuals will have paid 3.800 billion more dollars into the 
Treasury than corporations. Individuals are now paying 19 billion 
more dollars into the Treasury than corporations are paying, not 
counting the 8 billion that goes for employment taxes. If we were 
told, in the next Congress to give that 19 billion dollars back to the 
people. it would be a terrifie dividend to them, based of course upon 
what it would do to the gross national product. We want the gross 
national product to keep growing. 

My next question is: Do you think we could ever adjust this budget 
a) that we could have one-third for defense, one-third for public 
affairs and one-third for reserve, which was the basis of the Islamic 
budget? Of course, they collapsed. Maybe they coll: aps sed because 
of the budget and maybe ‘they collapsed because of the Sahara Desert. 
The Islamic budget was roughly 3314 percent for defense, 3314 per- 
cent for public affairs, and 3314 percent for reserves. 

I wonder if you can foresee the time when the United States budget 
can come into that sort of balance. 

Mr. Brunpace. It sounds like a swell idea. I do not see it in the 
immediate future. 

Mr. Stemrnskt. This is my last observation. 
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In 1914, if my information is correct, the treasuries of England, 
Germany, and France were loaded with gold. There was no ques- 
tion of a deficit or of an insurmountable public debt. which we hear 
much talk about here today. Yet war followed. The question is, 
why / 

Again, this is open to discussion. Was it because of more money 
that England, Germany, and France wanted? Was it because of a 
surplus’ Or was it because of needed markets to give the people 
more goods and services, which means that when the needs of the 
people are not met or are threatened war follows, regardless of the 
status of the budget. 

Thus it would appear that the needs of the — and their plans 
must coincide with their budget and vice versa. Miouey snust match 
the people and their energies. 

Thank you very much. 

Mr. Cannon. Mr. Evins? 


PROPOSED AMENDMENT TO GOVERNMENT CORPORATIONS CONTROL ACT 


Mr. Evins. The time I shall consume will be very brief, Mr. 
Chairman. 

I think we all recognize, Mr. Director, you have a very difficult as- 
signment under difficult conditions to try to please everyone and carry 
out your responsibility. I believe there has been a growing alarm and 
concern by certain Members of Congress as to the increasing power of 
the Director of the Bureau of the Budget—whether it be you. your 
successor, or predecessor. 

One of the budget recommendations of the President is to amend the 
Government Corporations Control Act so that the Bureau of the 
Budget will have more power over Government corporations, over 
moneys authorized, directly and indirectly obtained, and use of F ed- 
eral funds by such corporations. 

Instead of the powers of the Bureau of the Budget being relaxed, 
this recommends that the powers of the Bureau of the Budget be fur- 
ther increased. There has been considerable concern by a great 
number of Members of Congress as to the increasing powers of the 
Director of the Bureau of the Budget. 

You have the authority to review, to revise and cut out or disallow 
appropriations even in the face of competent authority and recommen- 
dations and good advice. 

Could vou tell the committee what is proposed in this recommen- 
dation ? 

Mr. Brunpace. This is the result of one of the Hoover Commission 
recommendations, as a matter of fact; that where the credit of the 
Government is made use of by a Government corporation that they 
should be subject to budgetary control. This does not mean the Bu- 
reau of the Budget would have enhanced responsibility, but it would 
be subject both to Presidential decision and congressional decision. 

Mr. Evins. I think that I should call attention to it for fear the 
omission of it might leave the impression there was not some concern 
about this growing power of the Director of the Bureau of the Budget, 
whether it be you are someone else. This appears to be another recom- 
mendation w hereby the Director could so control the operation of 
Government corporations as.to overrule the Congress itself. It is a 
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very significant reconimendation that should be called to the attention 
of the committee. 

That is all, Mr. Chairman. 

Mr. Cannon. Mr. Natcher? 


CIVIL FUNCTIONS BUDGET FOR 1958 


Mr. Narcuer. Mr. Brundage, what procedure did you follow in 
establishing the overall amount set up in the 1958 budget for Civil 
Functions projects ¢ 

Mr. Brunpage. We tried to maintain approximately the current 
level. I think it is around $700 million for the Corps of Engineers. 
The new starts which had begun between 5 and 10 years ago were 
gradually terminating, as you probably recall, in 1955 and 1956. 
There were a lot of new starts in 1956, both recommended by the 
executive and added by Congress, and also in 1957. 

What we tried to do was to level it off approximately so as to give 
the Corps of Engineers the most economical operation. 

Mr. Natrcuer. Do you have any project set up in the budget other 
than the Fryingpan project which has not heretofore been author- 
ized: or is that the only one? 

Mr. Brunpace. I think that is the only one. 

Mr. Merriam. That was the only one. 

Mr. Brunpace. That was recommended by the President last year 
and passed by one House, and the President decided to recommend it 
again this year. 

Mr. Natrcuer. How many new starts do you have this year? 

Mr. Merriam. There are 23, I believe, or 24. I would have to get 
that = you exactly. 

Mr. Narcuer. All right. You can supply it for the record. 

(The information is as follows:) 


NEW CONSTRUCTION STARTS, 1958 BupDsEr 


AUTHORIZED PROJECTS 
Corps of Engineers: 
Navigation projects: 
Channels and harbors: 
1. Dry Pass, Alaska 
2. Savannah River below Augusta, Ga. 
>. Saginaw River, Mic i 
4. Galveston seawall, Texas. 
5. Norfolk Harbor, Va. 
6. Port Angeles Harbor, Wash. 
Locks and dams: 
1. Dam 8, Monongahela River, Pa. 
Flood control projects : 
Local protections : 
Middle Creek, Calif. 
San Lorenzo Creek, Calif. 
Ottawa, Kans. 
Albuquerque, N. Mex. 
Artesia, N. Mex. 
Lower Heart River, N. Dak. 
Roseville, Ohio 
Multnomah Drainage District No. 1, Oregon 
9. Pendleton, Oreg. 
10. Allentown, Pa. 
11. Lake City, Tenn. 
12. Salt Lake City, Utah 
3. Sheridan, Wyo. 


a Se 
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Corps of Engineers—Continued 
Flood-control reservoirs : 
1. Carbon Canyon Reservoir, Calif. 
2. Allegheny River Reservoir, Pa. and N. Y. 
3. North Hartland Reservoir, Vt. 
Multiple-purpose projects, with power: 
1. Bull Shoals Dam (powerplant), Arkansas and Missouri 
Bureau of Reclamation: 
1. Crooked River project, Oregon 
~. Little Wood River project, Idaho 
4. Wapinitia project, Oregon 
4. Missouri River Basin: 
(a) Ainsworth unit, Nebraska 
(6) Farwell unit, Nebraska 
(c) Shoshone extensions unit, Wyomiiie 


PROPOSED LEGISLATION 
Bureau of Reclamation: 
Fryingpan-Arkansas project, Colorado 


Merriam. That is both the Corps of Engineers and the Burean 
of Re« eee 
Mr. Natcner. Thank you, Mr. Chairman. 
Mr. ¢ CANNON. Mr. Denton ? 


FOREIGN AID BUDGET FOR 1958 


Mr. Denton. I want to ask you about foreign aid. How much did 
the Internationa! Coop eration Administration ask for, and how much 
cad you aes rize, outside of this $200 million for 2 years 4 

. Brunpace. I do not have their request here. 

Mr DENTON. You will supply that for the record ? 

Mr. BRUNDAGE. Yes. 

(The information is as follows:) 

The total formal request for the mutual security program was $4,350 million 
The amount included in the budget is $4,400 million. The increase of $50 million 
above ‘the agency request was due to the provision of the $200 million flexibility for 
the Near East in the fiscal vear 1958, the remaining $150 million being part of 
the provision for contingencies in the agency request. 

Mr. Denton. Do vou know if it was increased or decreased ? 

Mr. Brunpace. I believe that their request was cut some, before we 
added this extra $200 miilion. 

Mr. Denton. Did vou take into account the fact that they have a 

arryover of some 86 billion ? 

Mr. Brenpace. Oh, yes, indeed. 

Mr. Denton. You took ge account the fact that the year before, 
and practically every ¥ , they have had an unexpended balance at 
the end of the fiscal vear ¢ 

Mr. Becnpace. That is right. They are contr acting about a year 
ahead. I de not think they expect to spend anything in 1958 that is 
being appropriated in 1958, q think that all comes out of 1956 and 
Lyd. 

Mr. Denton. It is about 20 or 50 percent out of current appro- 
priations. 

Mr. Brunpage. Not very much. 

Mr. Denton. Let me ask you about this last $200 million for next 
2 vears. What kind of hearings did you have, and what kind of 
justifications did they give for the expenditure of that money? How 
are they going to e xpend it ? 
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Mr. Brunpace. That was decided by the President and the Secre- 
tary of State. 

Mr. Denron. Did the Secretary of State give you any idea as to 
how he was going to spend it? 

Mr. Brunpace. No. 

Mr. Denton. Of course, you have had the same experience we have 
had with them on the committee. The Secretary rather prides him- 
self on the fact that he does not deal with figures; that somebody else 
loes that, while he deals with policy. 

Mr. Brunpace. That is right. 

Mr. Denron. Under those circumstances, did you have anybody 
‘ome in who deals with figures in that Department, to tell you what 
they were going to do with it? 

Mr. Brunpace. No. 

Mr. Denron. Let me ask you about that. 

Mr. Brunpace. Except in words, the general policy. 

Mr. Denron. Did they tell you it was going to be spent for edu- 
‘ation ¢ 

Mr. Brunpace. Not specifically. 

Mr. Denron. Not education? Not construction? Not agricul- 
ture? Not health? 

Mr. BrunpaGr. It was not itemized. 

Mr. Den'ron. You know that they do have $100 million which is a 
blanket fund they can spend any way they want to? 

Mr. Brunpacr. Yes. 

Mr. Denon. And another $100 million can be spent in the Far 
East. In addition to that they can shift 10 percent of the funds from 
one place to another, any appropriation. 

Mr. Brunpace. Yes. 

Mr. Denron. As a matter of fact, they had encugh so that they 
ould have helped build the Aswan Dam without any congressional 
appropriation. Do you not think that without any more money there 
's sufficient money available that could be shifted for any emergency? 

Mr. Brunpacr. We are expecting to use money by shifting in 1957. 

Mr. Denrvon. You are doing it this year. Why can you not do the 
same thing next year? 

Mr. Brunpace. Well, it was the decision of the President and the 
Secretary of State that they wanted this set up as a separate item. 
This is the President’s budget. 

Mr. Denvon. Let me ask you this: In your own opinion do you not 

hink there is enough money in that fund so that you can shift funds 
f need be for 1958 and 1959 just the same as 1957 2 

Mr. Brunpace. Well, it depends on what they are going to use it 
for. If they are going to use it as an add on for something entirely 
lifferent, I would say “No.” If it is usable for the same type of thing 
it could be shifted. 

Mr. Denron. You do not know, any more than we do, what they 
ire going to do with it? 

Mr. Brunpace. That is right. 

Mr. Denton. You do know there is plenty of money in that fund 
for this year to take care of that very purpose, if they need it? 

Mr. Brunpace. That is right. 

Mr. Denton. If this year is like any other year, next vear will be 

the same and 1959 will be the same. As a matter of fact, you know 
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that this is a very generous appropriation with a great deal of waste 
in it. 

Mr. Brunpace. Well—— 

Mr. Denton. It is kind of a “sacred calf” but for you and me it is 
not a very pleasant picture. 

Mr. Brunpace. Part of it is a dramatic appeal and gesture. Is this 
going to be circulated ? 

Mr. Yares. The hearings are going to be printed. 

Mr. Brunpace. I would rather not discuss this further because the 
Secretary of State is now testifying before another committee of the 
Congress. 

Mr. Denton. It is a “sacred cow” with some and not others. 

Mr. Brunpace. Mr. McCandless reminds me that the formal esti- 
mate for foreign aid has not come up. This is a preliminary budget. 

Mr. Denton. Do you mean in this present budget there is no esti 
mate of how much they are going to need for foreign aid? 

Mr. McCanptess. There is an amount included in the budget total. 
but the formal, detailed estimate has not come to us yet. 

Mr. Denton. Do you mean to say you gave them a figure without 
anv justification at all, without any formal estimate as to how they are 
going to spend it? 

Mr. McCano ess. Mr. Brundage has answered that, I think. 

Mr. Denton. What was the answer: “Yes”? 

Mr. Brunpace. With respect to the $200 million, ves. But we have 
the detail by countries, with some flexibility on the others. They 
might say that “We expect to spend this, but if we do not spend it hers 
we want to put it here.” 

Mr. Denton. Let me ask you about the budget figures. Most of 
that money goes into four things; health, education, agriculture, 01 
construction. We deal with those same things in this country. and we 
know when they come in for a health appropriation, an agricultural 
appropriation, or when they come in with public works, they give us 
a complete justific ation. Is there any reason in the world why, if you 
are going to do work on the River Nile, you should not give it just as 
good an estimate as you do for your work on the Mississippi River, 
from a budgetary point of view? 

Mr. Brunpace. Well, I will say this, that I think the programs at 
this point of time are better worked out this year than they have been 
for 2 years. 

Mr. Denton. Just between you and me, that is not saying very 
much, is it? I expect you have had the same experience ‘with that 
agency as we. There is one thing I am very much interested in in that 
appropr iation. What is there that we can do to get some order out of 
the chaos? You can answer me off the record on that. 

Mr. Brunpace. Off the record. 

(Discussion off the record.) 

Mr. Denton. In dealing with that budget, do you not think there 
is sufficient flexibility in that fund, with the $200 million and with 
the ability to transfer 10 percent monthiy to another, to take care of 
that area, if it isa trouble area, without any additional authorization. 

Mr. Brunpace. No. I donot think I could acquiesce in that because 
they have come up with programs which total actually more than the 
$1.7 billion before adding this $200 million. That was added after- 
ward. Now, it is quite possible some of those could be cut if the $200 
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‘illion is going to be used for the same kind of thing. If it is going 
to be used for something else, it could not be. That is why I cannot 
quite agree with you. 

Mr. Dr xron. How much did the National Institute of Health ask 
for and how much did you give them ? 

Mr. BrunpbaGe They have always asked for more than we gave 
them. We gave them a substantial increase, but it was less than they 
sked for. 

Mr. Denron. You know that we gave them substantially more last 
year than you asked for or they asked for. 

Mr. Brunpace. That is right. 

Mr. Denron. I just wonder what you have done with that figure. 

Mr. Brunpace. They still came in for some more. We thought that 
we had given them a very generous increase last year, and you added to 

= think we have given ‘them a very generous increase this year, but 
they are not satisfied. 

Mr. Merriam. The program for 1958 that is recommended here 
would substantially fund the level which the Congress established. 

Mr. Denton. About $180 million ? 

Mr. Merriam. It is somewhat more than that because of the time lag 
in getting started on some of the programs. It would go at that level. 

Mr. Denton. Do you mean that there would be a carryover from 
last year ? 

Mr. Merriam. No. I meant the other way round; it would cost 
slightly more than $180 million because they did not have all of their 
programs started at the beginning of the year. 

Mr. Denton. Isee. That is all. 

Mr. Cannon. Mr. Alexander. 


COST-PLUS CONTRACTS 


Mr. ALexanprer. Mr. Brundage, I have been rather concerned and 
alarmed over some of the facts that have come out of the cost-plus con- 
tracts. For instance, Mr. Whitten gave an illustration of one of the 

‘ompanies that just turned back $170 million. And then the Man- 
power Utilization Committee brought out the fact that many of the 
companies were using 4- and 5-page advertisements in 1 issue. What 
‘heck do you make on these cost-plus contracts? Do you look into 
them ¢ 

Mr. Brunpace. We do not try to do anything under them. 

Mr. Avexanver. Do you think that you ought to have the authority ? 

Mr. Brunpace. Each of the services has ‘its own auditors and the 
Department of Defense has a review and the Comptroller General, I 
heleve. 

Mr. Avexanper. Do you not determine anything about how much 
money will be spent on these particular contracts? 

Mr. Brunpace. Well, in our review of the defense program, we see 
what their expenditures are for, of course, but we do not try to see 
whether that money has been well spent. I think that has to be cov- 
ered by other agencies. We do not begin to have enough staff to do 
that. We would have to tr iple our st: aff if we tried to do that. 

Mr. Avexanper. The only check then are the Appropriations Com- 
mittees, which gives the money in a lump-sum amount for overall de- 
fense, is that not about it? 
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Mr. Brunpace. There is a very good auditing program in the ser 
ices. They have thousands of auditors and checkers. ‘The Department 
of Defense have their own review and the Comptroller Gener: al comes 
on top of that. 

Mr. ALEXANpeER. You do not look into that at all? 

Mr. Brunpaae. No, sir. 

Mr. ALEXANDER. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Canfield. 


BUDGET FOR THE LEGISLATIVE BRANCH 


Mr. Canrietp. When you were first examined by the members oi 
this committee about 614 hours ago you were told that economy bega: 
at home, reference being made to the expenses of the Bureau of the 
Budget. 

Insofar as the Congress of the United States is concerned, thie 
legislative branch itself, back in the 1946 Congress, passed the 
Reorganization Act. That act was supposed to reduce committee 
work; reduce the number of committees; reduce the number of em- 
ployees. We know, and history tells us that the program has worked 
out in reverse. While we have the same number of major committees. 
we have a myriad of subcommittees and many additional employees. 

Earlier today I made mention of the fact that in 1956 our budget, 
the budget for the legislative branch, was a certain figure and that is 
now eclipsed by that of 1958 by some 43 percent. 

Mr. Brunpace. Yes. 

Mr. Canrietp. That is a big increase in our own housekeeping 
expenditures. 

Now, this is my first question: What review, if any, do you make 
of the budget for the legislative branch of our Government ? 

Mr. Brunpace. We make none whatsoever. 

Mr. Canrivxp. In other words, that budget is prepared exclusively 
by employees of the Congress and is sent to you to be incorporated in 
the overall budget ? 

Mr Brenpace. That is right. 

Mr. Canrietp. But you, historically, take it and accept it as it 
comes to you. 

Mr. Brunpace. My instructions are to incorporate it. 

Mr. Canrtetp. Make no review whatever ? 

Mr. Brunpace. That is right. 

Mr. CanrieLp. Your instructions are to leave it alone? 

Mr. Brunpace. Incorporate it as handed to us. 

Mr. Canrieutp. So far as I know, we have no series of discussions 
between the House and the Senate such as you indicate you have 
with various agencies of the executive branch in finalizing you 
figures. I regret that that is not being done. 


POLICY RELATING TO DEFENSE OF THE BUDGET 


Now, this is another question that I would like to ask at this time: 
Is there any directive issued by you, or the high echelons of the 
Bureau of the Budget, to members of the executive branch appearing 
before subcommittees of the Appropriations Committee that they have 
to at all costs defend as sacrosanct the figures indicated in thei 
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budgets? In other words, if they think that a saving can be effected, 
are they privileged to speak up frankly before ow: membershi p! 

Mr. Brunpace. I believe they can suggest savings. There is a 
budget circular on it that was issued under the last President, which 
is still in effect. It was issued by Mr. Truman and then reissued by 
President Eisenhower. I will be glad to furnish you with a copy of 
it. 

Mr. Canrietp. So far as you know, there are no provisions in there 
to keep them from being utterly frank with Members of the Congress 
if they know, because of their unique positions in Government, wher 
savings can be made ? 

Mr. Brunpace. Mr. MeCandless probably had something to do 
with the preparation of it originally. 

Mr. McCanpixss. My recollection is that the circular calls fer this: 

f, between the time the budget is sent up and the time that the agency 
appears before the committee there is a changed circumstance that 
causes the agency to think there would be a reduction in their budget. 
they are to inform the Bureau of that fact. More often than not, the 
decision is that they go ahead and_tell the committee. The alternative 
course is for the President to transmit a formal budget amendment. 
If it is a large thing, he might do the latter. If it is a normal run- 
of-the-mine thing, the agency would mention it to the committee. It 
is taken care of one way or the other. 


INCREASE IN POSTAGE RATES 


Mr. CanFrietpD. Now, Mr. Brundage, reference was made earlier in 
the hearings today to the 5-cent stamp which I believe will be projeeted 
in legislation by the Post Office Department. You were asked to com- 
ment thereon. The indication at the time was this 5-cent stamp pro- 
posal was new. I want to say for the record that legislation au- 
thorizing the issuance of a 5-cent stamp for first-class mail was passed 
some years ago by the United States Senate, and if I recall correctly, 
there was not a patent dissent voiced on the floor of the Senate. 

Mr. Brunpace. It has been successfully in use in Canada for some 
time. 

Mr. Canrretp. It has been in use in Canada, and tragically, may I 
say, the United States of America is the only large country on the 
face of the earth that runs a perennial deficit in its post office outside 
of Argentina. 

I wish also to state for the record that up to date cost analyses show 
that the 3-cent stamp does not pay its way, and in those cost analyses 


there is no consideration of depreciation of existing plants. I believe 
that you know that to be true. 


Mr. Brunpace. That is correct. 

Mr. Canrte.p. I want to compliment you and your staff on the pre- 
sentation you made before this committee today, and I want to say 
something that I said yesterday when the Secretary of the Treasury 
was before us, that I regret so much the fact that so many of my col- 
leagues on this purse string committee have repeatedly be labored their 
seeming inability to do the job that the Constitution requires this com- 
mittee to do as a coordinate branch of government. We have the ball 
and we should not toss it back to you. You have done the best Job vou 
can do. Now we have the ball and we have to do the best job we can 
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do. We should not make it appear in these proceedings, or In any 
other place, that one, we have no responsibility; two, we cannot dis- 
charge it. 

Thank you. 

Mr. Chairman, I have no further questions. 

Mr. Cannon. Thank you, Mr. Brundage. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 


Frinay, Jantuary 25, 1957. 
Mr. Cannon. The committee will be in order 


POSSIBILITIES OF REDUCTIONS UNDER THE BUDGET 


In concluding the hearing, Mr. Brundage, someone handed me, just 
as T came in the Capitol, a newspaper with your release, which you 
gave to the press yesterday, and I read it with some interest. 

Budget Director Percival F. Brundage indicated yesterday that he is more 
afraid of congressional increases than reductions in President Eisenhower's new 
record peacetime budget 

Emerging from a closed meeting of the House Appropriations Committee, 
Brundage told newsmen he informed the group that “I hoped they could find 
eee il ways to cut it [the budget] but that I especially hoped they wouldn't 
incre: ce 

You know, it ren ninded me, Mr. Brundage, of a very concise state- 
ment in a very ancient document which, as I recall it, it reads: “Know 
ve not, O vain man, that hope without works is dead?” 

Perhaps it is translated “faith.” 

Apparently your hop 1s not accompanied by any works. You do 
not point out where the budget can be reduced. 

Possibly since you have thought it over—you have been before us 
now for a couple of days—vou have thought of some place where we 
can effect some economy. Is there not some item which you think 
could be reduced without prejudice to the operation of the Gov- 
ernment / 

Mr. Brunpace. Well, Mr. Chairman, as I said yesterday, we have 
been working very hard on this for a number of months. We have 
made the cuts that we thought were possible, still maintaining the 
essential services desired by the people, and reasonable protection. 
Now, many of these are estimates based on the information avail- 
able, the position of our economy; and there will be considerable 
fluctuation between now and the time that this period comes, fiscal 
vear 1958. 

When Mr. Merriam and I came up to see you, I think you will 
recall I said that we would like to be of assistance to the committee 
and that we had been working on this for a long time, but I did not, 
I believe, give any impression—I certainly did not intend to—that we 
knew where you could pitch in and make immediate cuts. What we 
hope is that as you hold your hearings and as the departments and 
agencies work on it—— 

Mr. Cannon. I regret to interrupt the gentleman, but, as I have 
said, hope without works is of no avail. No one knows this budget 
as well as you. You built it. You wrote it. You were the architect 
of it. You had the last word. If there is a place in it where we can 
cut a penny, you should know it. 
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Do you not know a place in this entire budget, as huge as it is, as 
vast as it is, as comprehensive as it is, covering every activity of the 
Government, where you can recommend a reduction ¢ 

Mr. Brunpaer. Well, we are working on it. It is not only faith 
and hope, Mr. Chairman. 

Mr. Cannon. What we are asking you now is that out of your 
experience and out of your familiarity with it, in the building of it, 
where can we reduce any single item in this budget? 

Mr. Brunpace. Well, there are a lot of estimates. 

Mr. Cannon. Point them out. . 

Mr. Brunpace. Take the housing program. Now, we are assum- 
ing—— 

Mr. Cannon. Do you advise us to cut the housing program ? 

Mr. Brunpace. Let me finish. We are assuming that we are going 
to buy, or Fanny May is going to buy, a certain amount of mortgages 
and will be able to finance part of them by the sale of their debentures. 
That is all based on estimates of the market, estimates as to what 
interest rates will be, and so on. 

Mr. Cannon. Taking all that into consideration, how much would 
you advise us to take off of housing ? 

Mr. Brunpace. I think it is a reasonable estimate right now, but as 
the time approaches I think you may be able to reduce that. 

Mr. Cannon. The cost of living is going up and the cost of every- 
thing is going up. That is universally conceded. The purchasing 
power of the dollar is coming down. 

Do you see any place in the foreseeable future where a collapse in 
prices or wages would make it possible for us to readjust this housing 
item 4 

Mr. Brunpace. If the market eased, the banks would be able to hold 
the mortgages. 

Mr. Cannon. We are not asking “if.” We are asking you: Do you 
foresee anywhere within this fiscal year the likelihood that there will 
be a collapse in prices and wages which will make it possible for us to 
get the same amount of housing for less than you have asked us to pay 
for it in this budget ? 

Mr. Brunpacge. It is not the actual construction I was referring to; 
it was the purchase of mortgages. 

Mr. Cannon. Answer the question. Do you see in the foreseeable 
future any place where a collapse in prices and wages will make it 
ossible to reduce the amount you have recommended we spend for 
Sonning? Either “Yes” or “No.” That is a very simple question. 

Mr. Brunpace. I certainly do not see any immediate collapse in 
prices. 

Mr. Cannon. Then your advice is that we retain it at the amount 
at which it is in this budget ? 

Mr. Brunpace. We have just presented this budget, Mr. Chairman, 
to you as our best estimate. 

Mr. Cannon. All right. That is sufficient. 

Now, we have called the list of the entire committee, but there are 
perhaps some members here who would still like to further supplement 
their previous examination. Is there any member of the committee 


who would like to submit any questions to the Director of the Bureau 
of the Budget at this time? 


&7404—57——_11 
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Mr. Scrivner. I have some, Mr. Chairman. 

Mr. Cannon. The gentleman from Kansas, Mr. Scrivner. 

Mr. Scrivner. Mr. Brundage, I think we should not only make clear 
but reemphasize the fact that the executive branch of the Government 
cannot spend a nickel which has not been previously authorized by act 
of Congress and appropri: ated by Congress. 

Mr. Brunpace. That is right, sir. 

Mr. Scrivner. If youare doing other than that, then of course some- 
thing is wrong some pli ce. 

So all of the spending reverts right back to the fact that Congress 
has authorized it and has appropriated money for it. 

During all day yesterday and the previous day much mention has 
been made that this is the biggest “peacetime” budget in the history of 

the Nation. I think it could be argued as to whether or not this is 
peacetime. If it is, it isan uneasy peace, but at least young Americans 
are not dying on the field of battle, and especially not in a futile war 
which they were not permitted to win and did not dare lose. 

My own view is that probably the last 2 years of peace to which 
we can properly refer are the years of 1939, just before World War IT, 
and 1949, just before the Korean war, police action, conflict, or what- 
ever anybody may wish to call it. 

Designating those as the two peacetime years—and this will require 
quite a bit of work, but I think it should be done as a matter for 
this record—I should like to have you prepare a table, in whatever 
form you wish to have it, taking the date of June 30, 1939, and June 
30, 1949, and then comparing those dates to the items in this par- 
ticular budget. 

Mr. Brunpace. Would that be in expenditures? 


EXPENDITURES IN 1939 AND 1949, APPROPRIATIONS IN 1958 


Mr. Scrivner. Now wait a minute. [am asking this, and I will set 
out the detail in a moment, and you may think of some additional 
items. It is not so much a matter right now of comparison of the 
number of dollars in 1939 and 1949 and in the 1958 budget, as much 
as it is of the programs which are being carried on, and what we are 
spending the money for. What programs have been authorized by 
Congress that we are engaging in today, which we were not engaging 
in then? I can think of several. In other words, what are we getting 
today we didn’t get then ? 

For instance, I think it might be well to take those two dates and 
give us the number of veterans at that time and the amount of vet- 
erans’ expenditures as of that time. You also might point out the 
legislative acts which have increased the amounts of pensions and 
compensation and payment for hospitalization of veterans. 

Then you might go into the health program and show what was 
being appropriated in 1939 and 1949, and this year, for such programs 
as hospital construction, as the fight against cancer, the fight against 
the great killer heart disease, and polio, and tuberculosis, and such 
programs as that. 

Set out the size and the expense of the Army and the Navy. Of 
course, in 1939 the Army included the Air Force, so that the Air 
Force will appear for the first time in 1949. Tell us the number of 
men in each one of the services, the number of ships that were being 
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operated, the number of airplanes that were being operated, and the 
comparative cost between the ships, planes, and their operation of 
then and of now. Set out what the rates of pay and allow: — es for 
the military were at that time. Then follow that with a table showing 
how much we were then appropriating for the retirement of our 
military personnel as compared to now. 

It would also be well to set out the number of civilian employees 
and what their average rate of pay was in each one of those years, 
and what we were appropriating and what we were spending in those 
years for civilian retirement. Another example is the social-security 
program, and the number of recipients then receiving social security, 
and how many employees we had in the social-security program com- 

pared to now, and their rates of pay now. 

Tell us what the congressional appropriations were in 1939, 1949 
and what the estimates are for 1958, and also set out the rates of pay 
received in those times. 

Now let us turn to the post office. Tell us what the volume of 
isiness was and the number of employees, and what pay they were 
onithdieds in 1939 and the increases in pay which have taken place since 

then. 

Another item is that of foreign aid, and the number of people 
engaged in that program in 1939, 1949 and today, together with the 
cost thereof. 

As the chairman, Mr. Cannon, just mentioned a few moments ago, 
what were we then doing in the way of public housing? What are 
we doing now? What were we doing, too, on the St. Lawrence 
seaway, for instance. And we have some other big projects, such as 
the atomic energy program and civilian aviation. We had some funds 
for it then. There are considerably more now. 

Set out what we were doing then in the way of agricultural assist- 
ance, the school lunch program, the school aid in impacted areas, and 
school construction. 

And then you might go on down to the Treasury, again, and show 
what the income-tax situation was at that time. Give the number of 
people we were employing in 1939, 1949, and the people we are em- 
ploying today and their average pay. 

And while it is not in your ‘category, since Mr. Sikes asked yester- 
day for a table showing the national debt from 1948 to date, let us 
get a complete picture and go back to 1930. Show us what the na- 
tional debt was each year, and the amount of interest we had to pay 
thereon each year since 1930. 

And then, so that the public may well understand that none of this 
is free—there is not any such thing as free Federal aid. That is a 
myth, because the only way Uncle Sam gets the dollars to do any of 
these things is to take it out of the taxpayers’ pockets. It might be 
well to get from the Treasury a table, which I know they have, starting 
with 19° 30, which will give the rates and gross amount of income tax. 
Show first what a single man paid in 1930 and each succeeding year on 
an income of $3,000, $4,000, and $5,000. And give them the same 
information for the man who was married, with the same incom 5a 
man with 1 child, with 2 children, or with 3 children. Let us just 
see what has been happening in all these years, and perhaps find the 
biggest item in the higher cost of living. 
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You probably have some other rather expensive programs which 
run not only into a few million dollars but hundreds of millions of 
dollars, that are in operation now which were not in operation in other 
peacetime years, such as 1939 and 1940. If so, mention them too. 

Perhaps when we have that information we can see just exactly 
what we are getting into. Perhaps we will see that there is only one 
way to quit spending and to cut appropriations, and that is to cut 
and not approve new programs that call for the expenditure of further 
huge sums by the Federal Government. It will not be easy. It will 
not be pleasant. The Executive can help us a lot in that, too, by 
putting a “wet blanket” on some of the programs that some of the 
folks in some of the departments seem to think up so readily and 
propose with such ease and such vehemence. 

With that picture before us we may better understand what the 
situation is today. I have given you about 3 weeks’ work there, but 
I expect to have it by Monday morning. 

Mr. Horan. Mr. Chairman? 

Mr. Cannon. Mr. Horan. 

Mr. Horan. Mr. Brundage, I sat here part of the time yesterday. 
We did not get much chance to question you on this side of the room, 
but I do not think we can really realize the budget of the United States 
of America without some contemplation on the population increase. 

The population of the United States was just short of 4 million 
people, when we founded this Nation. 

Mr. Chairman, when we fought the War Between the States it was 
31.5 million people. 

When I was paid off, out of the Navy, in 1918, it was 105 million. 

When I was elected to Congress it was 132 million. 

Today our population is 170 million, and every one of those 170 
million is demanding services of the Government; and do not forget 
it. And Congress acts on those requests. And they come to you. 
And I am one of the men who pleads with you to have those funds 
enacted. 

There has been a 28 million increase in the population since I have 
been elected to Congress, in 15 years. That is 28 million Americans 
expecting some sort of service from the Government. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 

Mr. Sortvner. Mr. Brundage, in connection with the subject Mr. 
Horan brought up, right along with some of these other tables it might 
be well to show the trend and the increase in population during the 
years since 1930. i 

Finally I come back to one point, which some of my friends on 
the other side of the aisle ought to agree with most heartily. That is 
that an analysis of many of the programs we have undertaken as a 
result of acts of Congress shows we have put the Federal Government 
in fields of activity which it should never have been in, and fields of 
activity which the States and communities themselves should have 
handled. 

As those programs increased the need was for more and more Fed- 
eral income tax, until finally we got to such a point that the Federal 
Government was siphoning off so much of the wealth earned in each 
community and in each State that in many instances there is not 
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enough available tax income in that State to carry on the programs. 
All they could do was to come to Uncle Sam. There was more money 
coming into the Federal Government and less left in the States, so the 
States demanded more from the Federal Government. The Federal 
(covernment in return made still greater demands upon the taxpayers 
of the States, and there was still less left in the hands of the States to 
handle their programs. Asa result there are still more demands on the 
Federal Government. If there is to be any end to or increase in the 
huge budgets of the Federal Government there must be a complete 
reversal of the trend toward having Uncle Sam do everything for 
everybody, and get the States, communities, and people themselves 
doing some of the things for themselves, and start by sending some of 
the money back to the States where they themselves can use it as they 
see fit. This is in substance the idea upon which I have based my pro- 
posal for education and school aid. 

I yield at this time. 

Mr. Brunpace. Mr. Chairman, may I just say something? 

Mr. Cannon. The Director, Mr. Brundage. 

Mr. Brunpacr. I will try to put this together, I assume in rather 
short, readable form. 

Mr. Scrivner. Whatever form you think will tell the story. 

Mr. Brunpace. Thank you. 

(The information requested above is as follows :) 
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TABLE 2.—Federal civilian employment ! 


| 1939 1949 1958 estimate 
Nusitiet of GGRINWUOR.. 6554 oddest ee “ | 954, 280 2, 102, 109 2, 390, 000 
A verage rate of pay ?........-.._---- pubithcnibbidaedaadoimge $2, 001 $3, 405 $4, 744 
Contribution to retirement fund___--_- ...| $74,244,000 | $224,000,000 | $565, 791, 000 


Benefit payments and refunds from retirement trust mura $63, 758, 608 | $217, 733,027 | $595, 246, 000 


1 Source: Civil Service Commission. 
2 For Classification Act personnel in continental United States only. 


_TaBLe 3.—Tazable individual income tax returns,and taxpayers and individual 


income tax collections, fiscal years 1930-58 


| 
Taxable | Individual 


| 
Individual income taxes 
| individual | income | 




















income tax | taxpayers? 
returns ! Gross Refunds Net 
| Thousands | Thousands| Méillions Millions Millions 

| cpucmdedebbal ‘ 2,038 | (3) | $1, 148 (3) (3) 
We 25k bares Suara vane aienaiaot 1, 526 (3) 834 (3) (3) 
1932_... ie dre epaeaceee Naioed 1, 936 (3) 428 (8) (3) 
Bain ickeeaiees cpt ce kal Neacaaaemaeast 1, 748 (3) 352 (3) (3) 
WE a cunkubbhucnumeuwecuanakad : : 1, 796 (3) | 418 (3) | (3) 
jE eee : Seti dvnisie one | 2,111 (3) | 527 (3) (3) 
1936_ _- : ; butiiadiiecseieeel | 2, 861 (3) 674 @) (3) 
MEH cbasnnneues js - didase i 3, 371 (3) 1,076 (3) (3) 
DE ba sicccaedohthigwewcsytastdics ade cbenaasl 3, 049 (3) 1, 298 (3) (3) 
NR .cpéhincnduscccescaaveee. sted ba 3, 959 (3) 1, 033 $11 $1, 022 
Peseecs aieiatcabeiiettintene eee ; 7, 505 (3) 978 19 959 
Pesan i meeell sans itlnens ebrata ‘ duel 17, 587 () } 1, 416 16 1, 400 
MEE kids o-dnabeaienie nathan, sdeuebiocabieen } 27,719) @) 3, 216 12 3, 205 
Mlindistussésenasdhthemenamemeiods ial 40, 319 (3) 6, 505 15 6, 490 
ek tseack cbabtetinboeeeiaani si adecdicbiecioeiiabedoeal 4 42, 354 | (3) 19, 779 78 19, 701 
Ns Giles teatescnshah Gcsaebsponrhs oduct ona an 42,651 | (3) 19, 146 731 18, 415 
BE bh idudaneskinindmpattnni Uouenanxeain’ | 37, 916 () 18, 331 2, 174 16, 157 
DUES bike ota seascianntasbipeabibdivoks bce dase it 41, 579 | (3) 19, 629 1, 794 17, 835 
A cctpintnchtikancdelbininbiehlidsishsilaodua eee | 36, 411 56, 933 20, 997 1, 691 19, 305 
MI 5 nc taceiis dsc taansceulcothvesastsnscs ala chat eigen 35, 628 56, 053 17,929 2, 381 15, 548 
MGs. ote Simayeiieh se nied ana seis ircetil 38, 187 60, 831 17, 408 1, 663 15, 745 
ie aiaieiee dabiaubociennmipaed sosgebseaee } 41, 594 66, 462 23, 365 1,712 21, 653 
SxS inca sihelh cand ntinln cb idee a aue'e gale kate 42, 834 68, 685 29, 880 1, 954 27, 925 
Bina wsapalieee adsl nonk cai eben a adesialaiiaiienl 44, 160 71, 174 32, 768 2, 660 30, 108 
ES eatee isan 445, 000 | $ 73, 000 32, 383 2, 841 29, 542 
BE ei nosh cnecdcnencundeanddaseesuenwel 4 46, 500 4 76, 000 31, 650 2, 903 28, 747 
BE i cucbitinchn atmnanomelens eas ao 4 48, 000 479, 000 | 35, 334 3, 146 32, 188 
|, — uippieaihditiainaetbe 4 50, 000 4 83, 000 4 38, 500 43, 333 4 35, 167 
idan thick teenies aivicictinknnaaaars cba 4 52,000 4 86, 000 4 41,000 43,515 4 37, 485 


! As reported in statisties of income for the calendar year ending in the designated fiscal year. Includes 
taxable fiduciary returns through 1943. 

2 Counts a joint return as 2 taxpayers. 

3 Not available. 

4 Estimated. 


Source: Office of the Secretary of the Treasury, Analysis Staff, Tax Division, Jan. 25, 1957. 


TABLE 4.—Public debt and interest on the public debt fiscal years 1930 through 1958 


[In millions} 




















Public debt | Interest Public debt | Interest 

Fiseal year | at end of on pub- | Fiseal year at end of on pub- 

| year | lie debt year lic debt 

| 
OS coe ees $16, 185 Lt — $258, 682 $3, 617 
iets unk qensGeunensts | 16, 801 | ED Sentind ea cauton codeenueld 269, 422 4, 722 
We ikptimndndicciacadenckd | 19, 487 | 599 Sib tindanigpnndinodheaaa 258, 286 4, 958 
Ge Ansntnkacacuageanas 22, 539 40 252, 292 | 5, 211 
Pa Sawkeuncidaeneetakie 27, 053 WEE GS 655 dbacknancncbeaeak 252, 770 5, 339 
Beebe caastsncuacdsawnbak 28, 701 Se Rais dcpaes inn Riclniicaseinctein 257, 357 5, 750 
Wetwccosudcecskckanakhe 33, 779 CET Pebétncdwaccas -abebasinad 255, 222 5, 613 
Peake tion anaes 36, 425 ow ee sigs sala igselictiag 209, 105 5, 859 
i ieia tid kde acne tienes 37, 165 SEE I G iichdnitie isa koleninetretiatns 266, 071 6, 504 
Stasindesan ceGkie nese 40, 440 ET ict tiles cian ccmineceenclaim 271, 260 6, 382 
We chkéctnantataldnind 42, 968 a i See ee 274, 374 6, 370 
Se ingcwsdustsnccanaaaweal 48, 961 Be Ree 0 FOS eawtinin ccodedesoscusinn 272, 751 6, 787 
Wotb dhe cacadesdccdeuas 72, 422 1,260 | 1957 estimate............. 270, 600 7, 200 
Ws Mbkdtnddecscesuaccees 136, 696 1,808 | 1958 estimate............- 269, 200 7, 300 
POUR Siliddsddathadwnutens 201, 003 2, 609 


Note.—The major function ‘‘Interest’’ in the budget document includes, in addition to interest on the 
public debt, interest on refunds and on uninvested funds, 
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TABLE 5 


BUDGET FOR 


1958 


.—Individual income tax liability and effective tax rates for selected income 
groups, 1930-56 


(Data prepared by Treasury Department and shown in greater detail in the 


Income 
year 


Statistical Abstract of the United States, 1956, pp. 363-365) 


Revenue 


person, 
pendents, 


| $3,000 


no de- 
with 


net 


$5,000 


[Maximum earned net income assumed] 





1930, 1931__. 
1932, 1933__- 


1934, 1935- 
1936-1939 
1949 3___ 
1941 

1942 ¢___ 
1943 45 


1944, 1945__- 


1946, 1947__ 


1948, 1949__- 


1950 
1951 7__. 
1952, 1963 7 


1954-1956 7__. 


1930, 1931_.... 


1932, 1933_. 
1934, 1935 
1936-1939 
1940 3 

SR . 
1942 4__ 
1943 45 
1944, 1945 
1946, 1947 
1948, 1949 
1950_- -.- 
1951 7 
1952, 1953 7 


1954-1956 7_.._ 


1 Actual tax liability on selected 
2 Rates and exemptions for 1936 : 
3 Includes defense tax. 

4 Tax liabilities for 1942 and 1943 unadjusted for transition to current-payment basis. 
§ Includes net victory tax. 

6 Individual Income Tax Act of 1944. 

? Excludes self-employment tax. 

8 Internal Revenue Code of 1954. 

8 Tax liability divided by stated net income. 


1928 
1932 


1934 


1936, 1938 2 


1940 
1941 
1942 
1942 


1944 6___ 


1945 


1948. _ 


1950 


1951_. 


1951 


1954 §____- 


1928... 
= 


1934 


1936, 1938 2 


1940 


1941. 
1942. _- 


1942 


1944 6 
1945_ 


1948 
1950 


1951. 


1951 


1954 8_____ 


Liability ! 


| Married person, no de- 
pendents, 
income— 


net 











$40 
160 


140 | 
140 | 


172 


483 


920 | 


105 


, 105 | 


922 


811 


843 | 
964 | 
,052 | 


944 


49 


Dae | 


140 
188 
245 


190 | 


133 


139 | 


163 
178 


160 | 


138 
324 | 
405 | 
475 | 
380 
299 
313 
367 
400 
360 | 





“Ibo bo totes 


15 
19. 
19 


16. 


13 


14. ¢ 
16. 


Awana 


18. 1 


16.3 


mare COG ton 


who toes 


3S 
Ne em Ie OO OO 


— home 
00 = co 
ooweo 


Ww woah 
roo 


90 ge 96 ~ 
ocnw 


COON om 


to Co te 


net incomes and necessary assumptions. 
1nd 1938 acts were identical and resulted in the same 


$20 | 


~I) 


ow w 


1maowom 


»oO~ 
pms 
wos 


Cow th 
~ 
nwo ort 


$17 | 
100 


80 
sO 


110 | 


375 
746 
894 
975 
798 
631 
661 
775 
844 
760 


Effective rate (percent) ® 


_— 
~1 
woo 


no, 


won 


t 


ape OW DOWD 
Row wnor © 


— 


Married person, 2 de- 
with net 


| | | | 
| $2,000 $3,000 | $5,000 | $2,000 | $3,000 | $5,000 
' ' 


$8 
68 
48 
48 


| 271 
592 
730 
j 755 
| 589 
432 
452 
| 530 
577 


520 


Cor ee Te 


LOAM OMe AOOrnh 


tax liabilities. 
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TaBLE 6.—Budgel expenditures and population, fiscal years 1930 through 1958 


| | | | 
| 








| 
Popula- | Budget ex-| Budget ex- Popula- | Budget ex- | Budget ex- 











| 
Fiscal year tion penditures | penditures Fiscal year tion penditures | penditures 
millions), (billions) | per capita || millions)| (billions) | per capita 
| j 
: | | 
1930 122. 4 | $3.3 $27 || 1945 . --| 139, 2 $98. 4 | $707 
1931 123.6 3.6 29 || 1946 149.7 60. 4 | 429 
1932 124. 4 | 4.7 | 38 || 1947 | 142.8 | 39.0 | 273 
1933 125.2 4.6 | 37 || 1948 145.5 | 33.1 | 227 
1934 126.0 6.7 | 53 1949 148.0 | 39. 5 267 
1935 126.8 | 6.5 5] 1950 . 150.6 39. 6 263 
1936 127.7 | 8.5 | 67 || 1951 153.1 | 44.1 | 278 
1937 128. 4 | 7.8 | 61 || 1952 | 155.8 65.4 | 420 
1938 129.3 6.8 53 || 1953 5 | 158.4 | 74. 3 | 469 
1939 130. 4 8.9 68 || 1954 | 161.1 67.8 | 421 
1940 131.4 9.1 69 |} 1955........-.--| 164.0} 64.6 | 394 
1941 132.8 13.3 | 100 |} 1956__- aa 166.8 | 66. 5 399 
1942 134. 2 34.0 253 || 1957 estimate} 169. 6 68.9 406 
1943 135.9 79. 4 | 584 1958 estimate - - 172. 5 | 71.8 | 416 
1944 137.7 a 691 | 


POSSIBILITIES OF REDUCTIONS UNDER THE BUDGET 


Mr. Cannon. It has been suggested here that no money can be 
a unless Congress authorizes it. The fact that Congress au- 
thorizes an expenditure does not mean it can be spent until this com- 
mittee appropriates it; is that not true? 

Mr. Brunpace. That is correct. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Cannon. Statements made here in the last few minutes are 
beside the point. The gentlemen have wandered far afield. The 
question before the committee at this time is: Can we cut the budget? 
That is the question we have asked you this morning. You tell 
us “No.” 

We are told by two of the most eminent men in the Government 
today—and I say that advisedly because I do not think there is a 
man in the Government today who knows more about the cost of 
Government than John Taber of New York, and certainly there is no 
man who knows more about it than Mr. Humphrey, the Secretary 
of the Treasury, the chief fiscal official of the Government. Both 
of those gentlemen have said emphatically that it can be reduced. 
Do you still say it « -annot be reduced ? 

Mr. Brunpacr. No; I did not say it could not be cut. I said that 
I had sent it up to you—or, ae Preside nt had, and I had recommended 
to him what I thought was as fair and reasonable a budget as we 
could prepare to meet the dem: ian of the economy and protection of 
this co untry. 

Mr. Cannon. In speaking to the newspapermen yesterday you ex- 
pressed a hope that we would cut it. 

Mr. Brunpage. Yes. 

Mr. Cannon. Can you point out a single item in this vast budget 
where you recommend a cut? 

Mr. Brunpace. Not at this time; no, sir. 

Mr. Cannon. I will recognize at this time Mr. Taber of New York. 

Mr. Taper. I should like to have you turn to pages 1149 and 1150 
of the budget. I notice, taking these items by principal categories, 
that the labor and welfare item is up $506 million; agriculture, $964 
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million; veterans, $176 million; atomic energy, $400 million; the Air 
Force, $582 million; the Army, $550 million; the Navy, $617 million; 
and natural resources, $167 million. These are the big items which 
are up, and they total $3,262 million. 

The only deduction involved is one which relates to the civil-service 
setup. 

Mr. Brunpace. At the very end of page 1150. 

Mr. Taper. Yes. 

Mr. Brunpace. General Government. 

Mr. Taser. Central personnel management and employment costs. 
That is down $523 million. 

Mr. Brunpace. That is just because it is distributed among the 
departments. 


ESTIMATED CONTRIBUTIONS TO CIVIL SERVICE RETIREMENT FUND IN 1958 


Mr. Taser. That represents a deduction because there is no estimate 
for the Civil Service Commission for the different agencies’ contribu- 
tions to the civil-service retirement fund ? 

Mr. Brunpace. That is distributed among each of the departments. 

Mr. Taser. I would like to have you at this point put in the record 
a list of those items with the amounts that went to each. 

Mr. Brunpace. I would be glad to do that. 

(The information is as follows:) 
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REDUCTION IN CIVILIAN EMPLOYEES 


Mr. Taser. On page M-7 there is a statement in the message that 
there was a net reduction of approximately 240,000 in the civilian work 
force during the past 4 years. Is that statement correct ! 

Mr. Brunpace. Yes. 

Mr. Taser. It is. Would you be able to give us a breakdown of 
which agencies contributed to that ? 

Mr. Brunpace. Yes. I have that. 

(The information is as follows :) 


Changes in Federal civilian employment January 1953 to October 1956 

















Agency Employment | Employment | Change 
Jan. 31, 1953 Oct. 31, 1956 
| 
cei ac ke erie ae 2, » 623, 101 2, 383, 577 | — 239, 524 
scar es é meee a 

Department of Defense_-____- | 1, 426, 301 | 1, 183, 166 — 243, 225 
Department of Commerce. ‘ ; : | 55, 612 46, 896 —8, 716 
Treasury Department- iihietne , ‘ ; etc | 87, 525 78, 929 —8, 596 
Department of the Interior____- oe aie | 56, 262 | 49, 997 1 —6, 265 
Tennessee Valley Authority pinion ete eae 21,011 14, 792 | —6, 219 
Housing and Home Finance Agency pa sito ee 12, 426 9, 957 | aa 469 
General Services Administration _- acai iainios deem amarerd | 29, 141 26, 958 | — 2, 183 
Selective Service System --__- Doibae nek an | 7, 987 6, 911 —1,076 
Department of Agriculture a a 2 65, 930 7, 231 +21, 301 
Department of Health, Education, and Welfare-- | 36, 350 48, 691 | +12, 341 
Post Office Department... ; : 504, 803 516, 486 | +11, 683 
oP of State._____- | 
Mutual Security Agency-_-_- ‘ ” an | re 
U. 8. Information Agency. J ‘ 37, 229 44, 050 | +6, 821 
International Cooperation Administration ; 
Veterans’ Administration __-. ; 176, 468 178, 204 | +1, 736 
Cg EN ee ee Sacaiail j 105, 966 91, 309 | —14, 657 


| 





——— approximately 3,500 e weinki of Indian service hospitals transferred to Public Health Service 
in June 1955. 


2 Adjusted to exclude Farm Credit Administration. 
3 Agencies having employment of less than 3,000. 


HIGHWAY TRUST FUND 


Mr. Taser. I feel at this point I should call attention to the fact 
that at the present time we have no action by the Appropriations 
Committee on this highway proposition; that there is no annual re- 
view of the situation so that we can tell where we are on it or what 
the needs might be. In other words, there was an appropriation direct 
to the highway trust fund, which was in the legislative bill. I am 
wondering: That will not, however, escape adding to the expendi- 
ture budget, will it? 

Mr. Brounpace. No. It is just handled through the trust fund. I 
think you will find the details on M46. T hat shows the expected 
receipts through excise taxes and interest, and the estimated grants 
to the States. There is a net accumulation of $390 million in 1957 and 
$379 million in 1958. 

Mr. Taser. What is the present balance in that trust fund, if you 
can give it to us? 

Mr. Brunpace. It will be $770 million at the end of 1958, we esti- 
mate. It was not anything at the beginning of 1957. It just started 
this year. At the end of 1958 it is estimated there will be $770 million 
in the trust fund. 

Mr. Taser. You mean $770 million has been provided, more than 
they can use, in that period ? 

Mr. Brunpace. Collected, yes; that is right. 
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PROCEDURE FOR FORMULATING THE BUDGET 


Mr. Taser. I wonder if you could explain the procedure which 
takes place when the agencies of Government come before the Bureau 
of the Budget with their requests for funds? 

Mr. Brunp: AGE. They submit the request, the formal presentation, 
some time in September or early October. 

Mr. Taser. Is it written or oral? 

Mr. Brunpacs. Written. Our staff in the meantime has been work- 
ing on it. As I said, we have the preliminary discussions in the spring 
and duri ing the summer our staff is working on it. 

When these formal presentations are made then we have what we 
might call a hearing or a presentation, which would be more accurate, 
by the department, with their operating heads and also the budget and 
accounting staffs, when they all come over and present the program 
in considerable detail as to just what they want to do and how much 
money they thing they have to have for it. There is a lot of discussion 
on the staff level, and then it comes up to the Assistant Directors, the 
Deputy Director, and the Director, and we make certain decisions and 
certain recommendations. If they do not approve of the cuts we have 
made then they can appeal, and we have another discussion, and if 
they still do not agree it goes to the President. 

Mr. Taner. I think that is all I have. 

Mr. Horan. Mr. Chairman? 

Mr. Cannon. Mr. Horan. 


REDUCTION IN RESPONSIBILITIES OF THE FEDERAL GOVERNMENT 


Mr. Horan. I have been listening here for several days now to the 
discussion. Somebody is trying to find an issue, I think, here. Of 
course, this is all nonpolitical, you understand, but I think probably 
the issue before the A ee Committee is: How can the Fed- 
eral Government pass back to the States and to the local governments 
some of the responsibilities of the national welfare. 

Mr. Cannon. Off the record, may I say—— 

Mr. Horan. I would like to direct that question to Mr. Brundage, 
if you do not mind. 

( Discussion off the record. ) 

Mr. Horan. We have a lot of money in America. Certain amounts 
of it come to the Federal Government. We try to apportion it through 
this committee, but it seems to me that the national welfare would be 
better served if we allow the people to invest in America. And they 

can do that through local government and they can do it privately 
and thereby reduce the F ederal responsibility. 

Now, you see, you do not have a green ribbon on your typewriter. 
You cannot coin money on your typewriter. The States cannot coin 
or issue money; only the Federal Government can do that. And of 
course in times of stress we all turn to the Federal Government. The 
Federal Government will coin and issue money and it will pass it 
back to the States and reclaim all this wooden money that we had— 
and we had some out in the State of Washington during the 1930's. 

Now we face the fact that the value of the dollar has been depreci- 
ating because of the great strain placed upon the Federal Government. 
It isinour laps. Neither Mr. Brundage nor Mr. Humphrey was brash 
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enough—and, if you will excuse the term—I am afraid “courageous 
enough” to tell us so, but if we want to keep the dollar from going 
down to where it is worth about 10 cents we had better have an inven- 
tory and evaluation of this great Nation of ours and redistribute the 
responsibilities fiscally. That is what is before these gentlemen here 
and before us this morning. 

I want to pay my compliments to all of them. You said yourself 
that it would be a national catastrophe if George Humphrey were 
to resign. I hope you were serious. I person: lly think he is about 
the best Secretary of the Treasury we have had since Alexander 
Hamilton. 

Mr. Horan. I think we are at that point, Mr. Brundage. I think 
it is about time you folks came out and spoke your piece and told 
the people of America just what is in the books. I think you ought 
to tell us how the dollar has depreciated. 

(Discussion off the record.) 

Mr. Horan. It is getting a little bit serious; that is the whole point. 
The Federal Government can coin and issue money, and is the last 
wellspring of our national security. When that is gone there is 
nothing. It is about time we distributed the responsibility fiscally in 
the United States, back to where they can spend that money intelli- 
gently. We cannot do it federally. We just cannot. 

Perhaps, Mr. Chairman, I have spoken out of turn, but to me if we 
are to get any value out of these 3 days of hearings we have had here, 
and the turmoil we have created with some of our top men in our 
fiscal departments in the United States, it is not going to be through 
politics, it is going to be through facing the facts that face America 
today. ‘I mean it. We have to realize where the money is. We have 
to realize where the responsibility should be. And we on the Appro- 
priations Committee have to act accordingly. That I mean very 
seriously. 

Mr. Chairman, as Vaughan Gary yesterday said, “If we have 
another depression what w ‘ill we do?” 

Deficit spending again ? 

Mr. Chairman, I have said my piece and I want to thank these 
gentlemen for coming up here and being so patient. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Cannon. Mr. Andersen? 

Mr. Anpersen. Mr. Chairman, I regret that I was called out yester- 
day at the time that my name was called for remarks, if it was called. 

Mr. Brundage, I appreciate your appearing before us. I would like 
to ask you a question relative to one specific point. 


, Very 


MANDATORY DEBT PAYMENT AS PART OF THE BUDGET 


Has the budget ever given consideration to making mandatory a 
payment on the national debt as part of the budget ? 

Mr. Brunpacr. It has been discussed. There is not anything, I 
believe. at the present which requires it. We have treated it as an 
application of our surplus rather than as a debt charge. 

Mr. ANpersen. I understand that, sir. What I had in my mind was 
that there would not be so much demand for a tax cut simply because we 
have a $114 billion or $2 billion surplus if there were a provision that 
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before such a tax cut could be even considered, I might say, that a 
mandatory payment be included in the budget, for example, of $2 
billion, and that should take first precedence. 

I recall that in 1947 I was the Member of Congress who decided to 
uphold President Truman’s veto of the tax reduction at that time. It 
happened that mine was the deciding vote. In 1947, instead of that 
$514 billion being rebated to the taxpayers in general, it was taken 
off of the national debt. Of course, in 1948 that same approximate 
reduction was passed against my opposition. 

Sut Tam still thinking that for the good of future generations we 
should a ave that debt-reduction provision through a process of Con- 
cress. Gentlemen, we are discussing very generally the fiscal responsi- 
bility of our Nation here. We should m: ake it mand: atory that before 
any tax cut could be made there should be a mandatory reduction of 
at least $2 billion annually in the national debt. 

Mr. Wuirren. Will the gentleman yield to me? 

Mr. ANperseN. Yes, Mr. Whitten. 

Mr. Wuirren. I recall to the gentleman, back in the 79th Congress 
when we had this Joint Committee on the Budget—the House Appro- 
priations and Ways and Means Committees, and the Finance and Ap- 
propriations C ommittees of the Senate—at that time I offered a mo- 
tion that 5 percent of the annual national income should be applied 
to the payment of the principal of the national debt. At that time the 
Democrats were in control of the Congress, and I got the vote of 
practically all the Republicans to take 5 percent and apply it to the 
national debt. But, of course, the Republicans were in the minority, 
and I lost. 

Then in the Republican 80th Congress I offered the amendment, 
the same as before, and I got substantially all of the Democratic 
minority but lost all of the votes of the Republicans, and, of course, 
IT lost again. That isa matter of record here. 

I might add to that that some newspapers in the South, not in my 
home State, said I should have known I would not get it adopted; it 
was too simple and practical. 

That is worthy of thought, but that was the experience we had. 

Mr. AnpversEN. I might say, unfortunately what you have had to 
say is the truth. 

We do need to take a little off our national debt each year. If your 
people lose confidence in the fiscal integrity of our Nation, then, 
gentlemen, we will be in bad shape. 

Mr. Horan. Will the gentleman yield? 

Mr. AnperseN. I have concluded; thank you. 

Mr. Horan. Mr. Chairman, I think the whole sense of the appear- 
ance of Mr. Humphrey and Mr. Brundage is right along the line of 
what Mr. Andersen is trying to suggest. 

Mr. Anprrsen. Thank you. 

Mr. Horan. I suggest that we had better be a little bit ingenious 


and have a little imagination on this committee, and work with them 
Mr. Larrp. Mr. Chairman ? 


Mr. Cannon. The gentleman from Wisconsin. 
Mr. Larrp. Mr. Brundage, I have just one question to ask with re- 
gard to the release of the public works features of this budget. 


87404-—57 3 
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RELEASE OF INFORMATION REGARDING THE BUDGET 


Many of my colleagues in the House were quite concerned over the 
fact that on Friday before this budget was to be released on Monday, 
press releases were issued by indiv idual Members of the Senate, detail- 
ing the budgeted projects in their individual States. Was that done 
with the authority of the Bureau of the Budget ? 

Mr. Brunpace. That was not; no. 

Mr. Lairp. How did this happen ? 

Mr. Brunpace. We do not know. I have been trying to find out. 
It could have been the advance sheets which we send up to the staff of 
the Senate Appropriations Committee at the same time we send them 
to the staff here. 

Mr. Lartrp. Why are those sent to the Senate Appropriations Com- 
mittee? They do not start on the budget at the same time the House 
Appropriations Committee does. 

Mr. Brounpace. By their request. I guess we have been doing it 
for a long time. We have been doing it for a great many years, I 
intend to take it up with them. 

Mr. Lairp. If thes are going to break the release dates, I do not 
see why they should even be sent to the Senate Appropriations 
Committee. 

Mr. Brunpace. Well, if it would not inconvenience the Appro- 
priations Committee too much, I would like to discontinue that whole 
practice. 

Mr. Chairman, would that handicap you? If we cut it out of the 
Senate, without cutting it out here, they might complain. 

As these detailed sheets are printed—we start printing in De- 
cember—we send unbound advance sheets up. 

Mr. Mitzer. They get to the press considerably before that, do 
they not ? 

Mr. Brunpace. Not from us. Not from us. 

Mr. Cannon. Mr. Director, as you are aware, only the House can 
initiate an appropriation bill. 

Mr. Brunpace. Yes 

Mr. Cannon. For that reason additional advance page proofs 
are necessary in order to start early hearings. 

We would expect you to continue to send us advance proofs, and we 
would expect to continue to hold them confidential. 

Mr. Taber. 

Mr. Taser. Have you ever known of a leak coming through the 
House side on any budget matter that was transmitted in confidence? 
Mr. Brunpace. No. I have never had any indication of that. 

Mr. Latrp. The only reason I brought this up was because this 
information was released, and it was released over on the other side 
of the Capitol. 

Mr. Taser. The only way they could get that information would be 
out of proof sheets submitted in confidence to the Senate and House 
of Representatives Appropriations Committees. 

Mr. BrunpaGe. Well, I suppose that they could have gotten it out 
of the Corps of Engineers direct, but they deny having given it to 
them. 

Mr. Mirrer. When did you give it to the press? 
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Mr. Brunpace. We did not give it to the press until Monday, the 
same time we sent the advanced copies of the budget up here. 

Mr. Mitier. What was the release date? 

Mr. BrunpacE. Wednesday noon. 

Mr. Mitter. And you gave it to the press Monday ? 

Mr. Brunpace. Monday afternoon, yes. 

Mr. Taper. The press had it before Monday. 

Mr. Brunpace. No. 

Mr. Miiier. They had it before Monday. Here is the way a lot 
of that stuff breaks: the press calls up and tells the Senator or the 
Compgpetina, “Do you know such-and-such is in the budget for your 
area ¢” 

The answer will be, “No.” Then the press will say, “We cannot 
release it, but if you will say something maybe we can give it a byline.” 
That is the way it works, you may as well be honest oes it. 

I do not know how the press gets it so much ahead of us, but they do. 

Mr. Wuirren. We get the carbon copy always. . 

Mr. Cannon. Mr. Ford. 


DEUTSCHEMARK SUPPORT 


Mr. Forp. Mr. Brundage, is my understanding correct that in the 
proposed fiscal year 1958 budget you have not included any funds for 
the so-called deutschemark support of our forces in Germany ? 

Mr. Brunpace. We are assuming a contribution towards the mili- 
tary supplies which we are paying them. There is some hardware 
we are giving them in the mutual assistance military program as a 
debit, but we are assuming a credit for reimbursement in deutsche- 
marks. 

Mr. Forp. As I recall the figures for the fiscal year 1956, the total 
amount which the three services were to get from deutschemark sup- 
port was $296 million, or thereabouts. As you know, a treaty was 
signed in May of 1955—I think May 5 of that year—which in effect 
would have terminated any obligation on their part to make such cen- 
tributions in the future. However, because the German contribution 
to NATO forces was not up to expectations, the State Department 
did negotiate a continuation of the deutschemark support for, in effect, 
fiscal year 1957, ending May 5 of this year, to the extent of a little over 
$100 million. That contribution under the current agreement ends 
this coming May 5. However, you are familiar with the fact that 
the Germon contribution for the year beginning May 6, 1957, will not 
be up to the planned strength, the anticipated contribution to NATO, 
and I am wondering how it is handled in the budget for the fiscal 
year 1958. 
~ Mr. Brunpacr. We have no dollars or deutschemarks being dis- 
bursed to Germany. As I say, we are supplying them some hardware, 
some equipment out of the military appropriation for which they are 
to make a reimbursement in deutschemarks. 

Mr. Forp. I do not think we are talking about the same thing. 

Mr. Brunpace. Do you mean the support of our forces ? 

Mr. Forp. That is correct. 

Mr. Ostertac. We are not occupying Germany any longer. 

Mr. Forp. In the past the Bureau of the Budget has come up and 
said, “We should appropriate so much money to the military services. 
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The military services should then pay to the Treasury the seg. Pena 
amount that the United States Government got from the German 
Government in the form of deutschemark support.” 

This committee has traditionally, as long as I have been on the 
military subcommittee—and that has been 4 years—agreed with the 
procedure recommended by the Bureau of the Budget, and has so 
revised the language in the military appropriation bill so instead of 
us appropriating a comparable amount of United States dollars to 
the military we have always said the military could in turn take from 
the German Government, the West German Government, the 
deutschemark support without a transaction within our own Treasury 
Department. Is that correct? 

Mr. McCanotess. Yes. 

Mr. Forp. Now, what is the way it is recommended for handling 
in the fiscal year 1958 ? 

Mr. Brunpace. Our full cost is included. You will find that on 
page 500. It says: 





Provision is made for all operational and maintenance activities of the Army. 
The 19538 estimate includes funds for full support of Army forces in Germany. 
Costs incurred locally were largely borne by the German Government in 1956, 
and to a lesser degree in 1957. The amounts obligated in those years are shown 
in the schedule as comparative transfers. 

The only contribution that we are getting in deutschemarks is to- 
ward payment for hardware which we are supplying under our mili- 
tary-assistance program. 

Mr. Forp. Bearing in mind the failure of the West German Govern- 
ment to come up to the anticipated strengths for German forces in 
the NATO organization, does it not seem realistic for us, through the 
State Department or others, to demand that the West German Govern- 
ment make some deutschemark contributions beginning May 6, 1957, 
aside from what you are talking about ? 

Mr. Brunpace. I would rather that you ask the military depart- 
ment that. 

Mr. Forp. I do not think that the Military Department is the proper 
agency to handle that. It is my belief that it would help our budget 
to the extent of maybe $100 million. 

Mr. Brunpace. I would like to see any contribution we can get 
toward maintaining the cost of our forces abroad. 

Mr. Forp. I think it is a very legitimate request in this instance be- 
cause the West German Government has not come to expectations in 
their contributions to the NATO forces, and it could conceivably make 
a difference up to $100 million in this budget as far as this committee 
isconcerned. It seems to me that this committee has the responsibility 
to forewarn the executive branch of the Government that certain ap- 
propriations may be reduced as an incentive to the executive depart- 
ments to insist that such a contribution be made. 

As for myself, as one member of the committee and the Subcommit- 
tee on Defense, I intend to do what I can to so insist and at least the 
State Department should be forewarned that might be the result. 

Now, I would like to turn to another matter which I believe Mr. 
Mahon brought up yesterday, and that is this question of how the 
budget was submitted for the fiscal year 1956 by the executive branch 
of the Government. It is my recollection that the Bureau of the 
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Budget anticipated that expenditures for the military in this fiscal 
year would approximate $34 billion and that the Department of De- 
fense estimated their expenditures for this fiscal year would approxi- 
mate $35.5 billion. It is my recollection that the optimism shown by 
the Bureau of the Budget for this fiscal year was not borne out; is that 
correct ? 

Mr. Brunpage. That is correct. 

Mr. Forp. How are you handling it this year in the Budget? Are 
you in agreement as to what the anticipated expenditures will be for 
the fiscal year 1958 ? 

Mr. Brunpace. For the fiscal year 1958; yes. 

Mr. Forp. Now, somewhere in the hearings last year we got into a 
similar discussion as to whether the anticipated expenditures were 
realistic as anticipated by the Bureau of the Budget, and it is my 
belief it was brought out that same technique had been used in years 
before; is that correct ? 

Mr. Brunpace. The technique of a reserve do you mean? 

Mr. Forp. Yes; there would be a difference in the anticipated 
expenditures by the Bureau of the Budget and the Department of 
Defense. 

Mr. Brunpace. I do not know quite what you mean. 

Mr. Forp. I think that past history would indicate there had been 
such a difference in the handling of anticipated expenditures. 

Mr. McCanotess. I think there had been quite frequently a differ- 
ence in the estimate of expenditures as between ourselves and the De- 
partment of Defense. From my memory, this was the first and only 
time there was an unallocated reduction in the expenditures reflected 
in the budget. 

Mr. Forp. It is my recollection, or my recollection is, somewhat dif- 
ferent from your own. Would you check the records and let us know 
here whether there has been any precedent for that procedure in the 
past ? 

Mr. Brunpaae. I will be glad to do that. 

(The following was submitted later :) 


A check of the records reveals no other instances. 


Mr. Forp. That is all. 
“PROPOSED FOR LATER TRANSMISSION” ITEMS CONTAINED IN 1958 BUDGET 


Mr. Cannon. Mr. Director, may I ask that you supply in connection 
with the hearings a tabulation for the record by appropriations of sup- 
rlementals for 1957 and 1958 segregated as to those under existing 
egislation and those under legislation yet to be proposed, and that 
there be a supplementary tabulation of the completely new programs 
recommended in this budget. 

(The information is as follows :) 
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“Proposed for later transmission” 
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items contained in the 1958 budget 





New obligational authority 


Description 


EXISTING LEGISLATION 


The judiciary: 
Court of Claims: Salaries and expenses__-__- 
Courts of appeals, district courts, and other | 

judicial services: Salaries of referees, 
United States courts 


a a ed oe os heh cemaie 
Independent offices: 
Alaska International Rail and Highway 
Commission _- ie Sccidhstnas Pacenarat ciel 
Civil Service Commission: 
Annuities under special acts_.......___- 
Administrative expenses, employees’ | 
life-insurance fund (trust fund limi- 
tation) . — at 
Indian Claims Commission: Salaries and | 
DROID en dntconddnenidwnwes icsesase -| 
Railroad Retirement Board: Salaries and 
expenses (trust fund limitation)._.._____- 
Tariff Commission: Salaries and expenses. - 
Veterans’ Administration: 





Inpatient care___._- ‘ 4, 200, 000 
Readjustment benefits (education and 

sree) ............ 
Automobiles and other conveyances 

for disabled veterans - - ; 








(76, 500)/ 


(850, 000) 


77, 000, 000 
1, 000, 000 


Expenditures 





1957 1958 


1957 


$50, 400 |. 


218, 800 


269, 200 


35, 000 


“29, 000° 

4, 000, 000 
77, 000, 000 
100, 000 





























1958 


$40, 000 


40, 000 


40, 000 


199, 500 


1, SOO) 


200, 000 


700, 000 





esta cckes ie 82, 714, 500 | 81,373,500 | _1, 141, 000 
General Services Administration: 
Real property activities: 
Operating expenses, Public Buildings 
Service _- 2, 450, 000 ia ; 2, 300, 000 150, 000 
Sites and expe nses, purchase-contract 
projects. _- We US Aoiencccutcseue 5,000, 000 | 5, 000, 000 
Payments, public buildings pureh ase 
contracts. ee eee el enh 2 lp a I hacal dhatsiccncase aoa 100, 000 
Personal property activities: 
Expenses, supply distribution_._._____- OOO hes hsscucicccls 980, 000 50, 000 
General supply fund __ ee Ese ate 10, 000, 000 10, 000, 000 bes 
Total........- , sage tated Mae 23, 580,000 |_..-.------. 18, 380, 000 a 5, 200, ( 000 
—— SSS SS ———S— —== 
Housing and Home Finance Agency: 
Office of the Administrator: 
Salaries and expenses__._- : Sikes eneseol 12, 000 143, 000 
Housing studies (liquid: ition of con- 
tract authorization) ___- x | ($725, 000) 75, 000 725, 000 
Federal Flood Indemnity Administration: 
Payment for flood indemnity operations. Oe 5 =a 10, 000, 000 50, 000, 000 
Administrative expenses__._......_.-_. 5 _ 4 000, 000 275, 000 3, 825, 000 
Pee es = % 0,7 770, 00 | | 4, 4,000, 000 10, 462, 000 54, 693, 000 
Department of Agriculture: 
Agricultural Research Service: Payments 
to States, Hawaii, Alaska, and Puerto 
Rics...... i 2 185, 000 65, 000 
Extension Service: Salaries and expense ae - 387, 000 127, 000 
Forest Service: Salaries and expenses_____- 6 3600 1. 3...cd.. 5, 700, 000 300, 000 
Agricultural Conservation Program Serv- 
ice: Emergency conservation measures. ..|-..--- — 8,000, 000 | 12, 000, 000 


Farmers’ Home Administration: 
Loans___- i: 
Disaster loans- 


26, 000, 000 


18, 000, 000 | 
10, 000, 000 


3, 000, 000 





EON x setae 


Department of Commerce: 
Civil Aeronautics Administration: 
Establishment of air navigation facili- 
ties_ 25, 
Construction and oe “addi- 
tional Washington airport... 





33, 264, 000 | 





anieaia 35, 000, 000 








42, 272, 000 | 


1, 500, 000 | 
1, 500, 000 | 


20, 992, 000 


15, 000, 000 


8, 000, 000 
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‘*Proposed for later transmission”’ items contained in the 1958 budget—Continued 














New obligational authority Expenditures 
Description KL : —— ‘ 

1957 1958 1957 | = 1958 
silica chase sl +! HH 
Department of Commerce—Continued | 

Civil Aeronautics Board: Salaries and ex- 
penses.__ Eh aie ee COE hs ses eccens $60, 000 $10, 000 
Bureau of Public Roads: | | 
Public lands highways (liquidation of 
contract authorization) - _ CP OU GR he oni oScacbdccc 1,000, 000 |_..... ‘ 


Federal-aid highways (trust fund) (li- 
quidation of contract authorization) -..| (350,000, 000) | 


‘ 












































POEs & chnedkasnndccasndiane oan 60, 570, 000 es gat 4, 060, 000 23. 010, 000 
Department of Defense—Military functions: 
Other military programs----............-.---- 200, 000, 000 |.............-- 150, 000, 000 oo | _* 000, 000 
Department of Defense—Civil functions: 
Department of the Army: | 
Entombment of World War II and | 
Korean unknown Americans... ____-- , . | aes 10, 000 | 180, 000 
Operating expenses, Canal Zone Gov- | 
CPU cna gee ccncnsedndsomacnse ne ody Sees 100, 000 | 9, 000 
Panama Canal Company fund--_-.--._.-- 5 GN Ole Seb adcccwasaaes 125, 000 675, 000 
NR 5 ose cccnse cena eeeneecane ; 235, 000 864, 000 
Department of Health, Education, and Wel- | 
fare: 
Office of Education: Salaries and expenses, | | 
President’s Committee on Education | | 
Beyond the High School_ - GU ORF t.oS 3 650, 000 | og 
Office of Vocational Rehabilitation: Grants 
to States and other agencies___.........-- SD Ge Cnssdccakcscours Le Baiecacctes Z 
Public Health Service: 
Construction, mental-health facilities, 
‘Teertory Of AMOUs. .-.. -<..<s520258. GE GOP fc acccsacescs 175, 000 | 325, 000 
Hospitals and medical care.........._-- ieee ce 1, 130, 000 | 340, 000 
Saint Elizabeths Hospital: | 
Salaries and expenses__..........-..--.-- I Cac cccnttcaeecten 126, 000 | 75, 000 
Construction, maximum security j 
building. a CO Bs ho ccc: 100, 000 | 573, 000 
Social Security Administration: | 
Bureau of Old-Age and Survivors | 
Insurance: Salaries and expenses | 
(trust-fund limitation) -............-- OO Fe rik hk cske bn thee aa eeetiaeaesaen es 
Bureau of Public Assistance: | 
Grants to States for public assist- 
ance ta eae Sag I Bien < ances ccruksnbscai | 277,000, 000 |_...- nates 
Salaries and expenses_-.-.......-.-- WU Gis brake | 28, 460 | 6, 540 
Office of the Commissioner: Coopera- 
tive research or demonstration proj- | 
ects in social security_.............---| UI sss Se ccezas 18, 000 | 2, 000 
POEs oc uxavaghaasalguwcasacendsnen 282, 049, 000, aor ued 280, 727, 460 | 1, 321, 540 
Department of the Interior: 
Departmental offices: Acquisition of strate- 
gic minerals = 30,000,000 | _.-_ 2. ---| 17,000,000 | 13, 000, 000 
Bureau of Land Management: Manage- | 
ment of lands and resources. -_- es 250, 000 a tng 225, 000 | 25, 000 
Bureau of Indian Affairs: | | 
Education and welfare services_.____._- 750, 000 | __- , } 500, 000 250, 000 
Construction 2, 500, 000 eee as 1, 500, 000 
Fish and Wildlife Service: General admin- 
istrative expenses. -___- | 350, 000 ped oi 330, 000 20, 000 
Office of the Secretary: Salaries and ex- | 
penses__.._ : aictdeniaaien WOE Cla ilacacanone 72, 600 5, 400 
sinners acl acaeemeesiatsieninica kana Sane 
SOU i 0x pees aeek .--| 33, 928,000 19, 127, 7, 600, 14, 800, 400 
——— = a = a — = = 
Department of Justice—Legal activities and 
general administration: Fees and expenses of 
witnesses__- a 200, 000 ina aan 180, 000 20, 000 
Department of Labor —Bure: au of F mploy ment 
Security: Salaries and expenses, Mexican farm | 
labor program _. piecaligeah. matey Guaddo Es I Pisiee cs dete bas ec 112, 100 5, 900 
Department of State: 
Administration of foreign affairs: Salaries 
and expenses ae . De Ent eecke cou as 1, 000, 000 200, 000 
International organizations and confer- | 
ences: International] contingencies_______- 750, 000 | ss 600, 000 150, 000 
POON cianc cnc cccdsacededaiweenwtaaheus 1, 950, 000 | _- ne eae i, 600, 000 3 350, 000 
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1958 


“Proposed for later transmission’’ items contained in the 1958 budget—Continued 


Description 


Treasury Department 
Bureau of the Public Debt: Administering 
the public debt 
Office of the Treasurer: Sal 
penses 
Total 


Total, existing legislation 
PROPOSED LEGISLATION 


New legislation: 
Independent offices: 
Atomic Energy Commission: Plant 
acquisition and construction 
Federal Civil Defense Administration 
Civil defense assistance to States 
Tennessee Valley Authorit fund 
(authorization to expend from debt 
receipts) 
Veterans’ Administration 








Total at 
Department of Commerce—Areu assistance 
activities 


Department of Defense—Military func 
tions 
Publie works 
Other military programs. - 


Total 


Department of Defense—Civil functions: 
Department of the Army 

Construction, general, Corps of 
Engineers, civil 

Partnership projects, Corps of 
Engineers, civil 

Operating expenses, Canal Zone 
Government 

Capital outlay, Canal Zone Gov- 
ernment. 


Total 





Department of Health, Education, and 
Welfare: 
Office of Education: 
School construction assistance pro- 
gram 
Assistance to States for further 
planning with respect to educa- 
tion beyond high school 
Public Health Service: Construction 
grants to medical and dental schools 
for training facilities 


Other health, education, and welfare 


programs 


Total 


Department of the Interior—Bureau of 


Reclamation: 
New construction prograr 
Small projects 


T + 
Total 


Department of Labor 

To strengthen State industrial safety 
programs 

Assistance to areas of substantial and 
persistent unemployment 





Total 


ries and ex- 


New obligational authority 


1958 


+” 


, 000, 000 


120, 000, 000 


¥) OOO, OOO 


30, O00, OOO 
100, 000, 000 


300, 000, OOO 


53, 000, 600 


2, 000, 000 


12 
135, 900, 000 


»7, 900, OOO 


1, 000, 000 


10, 000, 000 


135, 000 


, 700, 000 


18, 835, 000 


451. 000, 000 


? 500, 000 


15, 200, 000 


8, 845, 000 


477, 545, 000 


, 000, 000 
, 000, 000 


7, 000, 000 


2 200. 000 


1, 000, 000 


200, 000 


Expenditures 


957 1958 
$300, 000 $100, 000 
295, 000 75.000 
525, 000 175, 000 
609, 323, 860 162, 612. 840 


30, 000, 000 
10, 000, 000 
3. 000, 000 
100. 000. 000 


143, 000, 000 


10, 000, 000 


232, 000, 000 
5, 000, 000 


307. 000, OOO 


800, 000 
000, 000 
135, 000 

+. 865. OOO 


10, SOO, OOO 


185. 000. 000 
9 AO) O00 


> 700, 000 
5 


195, 467. 500 


1, 000, 000 


500. OOO 


4, 500, 000 


180, 000 
980, 000 


3, 160, 000 
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‘Proposed for later transmission”’ 


| 
New obligational authority 


Description 


Treasury Department—Continued 
Post Office Department: 
Postal-rate increase 

Capital outlay - -- | 


Total 
Deduct (applic: able receipts of pub lic 

enterprise funds resulting from pro- 

posed postal-rate increase), net_ ‘ss 
Net expenditures piniak adda cokes 
Total new legislation...._._-- | 


| 

Extension of existing legislation: 

Funds appropriated to the President— | 
Mutual security: 


Military assistance ___- ‘ieee 
Other mutual-security programs 
RE oc mandnuiandetekiGneneweeenteds | 
Independent offices: 
Small Business Administration: 


Aids to business 

Disaster loans and relief 

Lawrence Seaway Deve lopment } 
Corporation (authorization to expend | 
from debt receipts) | 


St 


Total (gross) : 


Deduct, receipts (Small Business Adminis- | 
tration) : axe 


Total (net) 


1957 


$45, 000, 000 
5, 000, 000 


50, 000, 000 


"50, 000, 000 


Housing and Home Finance Agency: | 


Office of the Administrator: 
Salaries and expenses __.___--- 
Investment in college housing loans 
(authorization to expend from 
debt receipts) 7 
Capital grants for slum clearance | 
and urban renewal (contract 
authorization) 5 
Federal National Mortgage “Associa- | 
tion: 
Investment in secondary market | 
operations (authorization to ex- | 
pend from debt receipts) | 


Investment in special assistance | 
functions | 


(authorization to ex- 
pend from debt receipts) 


Total J 


Department of Agriculture—Farmers’ 
Home Administration: Loans (authori- 
zation to expend from debt receipts) 


Total, extension of existing legislation 


Total, proposed legislation 


Allowance for contingencies 
Total new obligational authority and net 
budget expenditures for ‘‘Proposed for 
later transmission’’ items contained in 
the 1958 budget 


! Deduct, includes postal-rate increase 


| on eww nn enc ees- 


450, 000, 


500, 000, 000 


500, 000, 000 
250, 000, 000 


71, 530, 700 


a 
| 
| 
| 





L 


| 


} 
} 
| 


| 
| 


| &, 600, 480, 000 | § 





1958 


1 $654, 000, 000 
70, 000, 000 | 


1 584, 000, 000 | 


1 584, 000, 000 0 | 


, 533, 480, 000 | ; 


2, 450, 000, 000 


1,950, 000,000 |___- 


4, 400, 000, 000 | 
| a 


65, 500, 000 | 
12, 000, 000 | 


35, 000, 000 


112, 500, 000 | 
| 


112, 500, 000 f 


500, 000 
175, 000, 000 | 


250, 000, 000 


350, 000, 000 


250, 000, 000 | 


000° . a 025, 500, 000 


25, 000, 000 
"563, 000, 000 | 
8, 096, 480, 000 


500, 000, 000 
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items contained in the 1958 budget—Continued 


Expenditures 


1957 


$23, 527, 830 
1, 900, 000 


25, 426, 830 


520 


120, 656, 301 
120, 656, 301 
200, 000, 000 


929, 980, 161 


000, 000 | 


$7 0, 000, 000 


70, 000, 000 


654, 000, 000 


1 584, 000, 000 
| 89, 927, 500 





500, 000, 000 
600, 000, 000 


1, 100, 000, 000 


87, 420, 044 
11, 081, 380 





23, 315, 200 


0 | 75, 187, 124 


| 450, 000 


450, 000 


16, 000, 000 

| - 191, 637, 124 
1, 281, 564, 624 
400, 000, 000 


1, 844, 177, 464 


Mr. Cannon. May I say to the members that the transcript of the 
hearings will be immediately on file in room P-3. 


for 1 


1 day only as we expect to publish this immediately. 


It will be there 


So we will 


ask all of you to consult the transcript in that room and make such 


corrections as are nec essary. 
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Mr. Mier. Mr. Chairman, in connection with your request for 
information, could we have also not only the sums included in the 
budget that are predicated on legislation yet to be passed, but that 
we also have a statement—and the only item I can think of, and it 
may be the only one right now, is the requested added revenue for the 
Post Office Department—a statement also of what income is expected 
from legislation not yet passed ? 

Mr. Cannon. Yes. I appreciate the gentleman’s mentioning it. 
It is important, and is included in the budget. 

We will submit to the Director immediately a transcript of his 
testimony. This testimony should be available to all subcommittees 
at an early date. 

I will say that there will be a meeting of the whole committee on 
Friday next to pass on the first deficiency bill. 

I would like to say to Mr. Brundage that we are glad to have had 
you with us; that we have developed a great admiration of your inti- 
mate knowlege of the fiscal affairs of “the Government. While we 
regret that you have given us no practical suggestions for the reduc- 
tion of the budget, we do appreciate your unfailing courtesy and the 
admirable way in which you have represented the Bureau. 

Mr. Manon. I would like to concur in that. 

Mr. Suepparp. With regard to this particular hearing am I to 
understand it has been conducted in an executive capacity and that 
there are to be no releases to the press, or is this one of those situations 
where everyone can express his views without any respect to the usual 
committee rules ? 

Mr. Cannon. It is customary always to release proofsheets from 
time to time to the press. 

Mr. Sueprarp. I am talking about private expressions. Are we 
following the pattern of the committee as heretofore established ? 

Mr. Cannon. I think the gentleman may feel free to speak. 

Mr. Suepparp. I am asking what the policy i is going to be? 

Mr. Cannon. This meeting is an exception to the rule. This com- 
mittee is always in exec utive | session, and under no circumstances do 
we give out anything from the hearings, but we announced at the 
beginning of the hearings this would be an exception to the rule. 

We now declare the heari ings closed. 
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